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LETTERS 


War 
Sirs: Whereas we Europeans are living 
in an atmosphere of war excitement, per- 
haps even faced with the break-down of 
our civilization and culture so painfully 
built up over long centuries, we especially 
appreciate news from the New World tell- 
ing us that the torch of culture and progress 
is being carried on. As such I was exceed- 
ingly glad to receive the September number 
of The Burroughs Clearing House. Thank 
you so much. 
Max KAPPELER, 
Zurcher Kantonalbank, 
Filale Winterthur, 
Winterthur, Switzerland 
* . . 








War News 


Sirs: We are enclosing a photograph of 
a window display that is attracting con- 
sideration attention. It shows how crowds 
pause at the Equitable Trust Company’s 
key-locations in Baltimore to keep abreast 
of the latest news from Europe. 

Capitals of all European nations are 
indicated by electric bulbs, white for 
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FOLLOW THE ACTION IN EUROPE! 
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neutral countries, red for nations at war. 
Local radio stations supply last-minute 
news flashes, which are collected by 
Western Union messengers as they come 
from teletype machines. 

This has proved to be an exceptionally 
effective means of bringing the bank’s 
name to the attention of thousands of 
passers-by. 

J. BLake Lowe, Vice-president, 

The Equitable Trust Company, 
Baltimore, Maryland 
+ + + 


135th Anniversary 


Sirs: We are taking the liberty of 
enclosing a photo of a diorama display 
which we are using in connection with our 
135th anniversary. The display is 25 feet 
long, 12 feet high and 6 feet deep. It is 


135 YEARS 
OF PROGRESS 








located on our lawn adjoining the bank on 
State Street, our principal street. 

lhe Trenton Banking Company was 
established December 3, 1804. It is one 
of the nation’s oldest banking institutions, 
and the oldest in New Jersey operating 
under its original name and_ charter. 
rhroughout its entire history the capital 
Stock of the bank has been increased only 
by voluntary subscription of its stock- 
holders, and it is a tradition that the bank 
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has never borrowed nor rediscounted, nor 
sold assets under agreement to repurchase 
them. The bank is a member of the 
Federal Deposit Insurance Corporation. 
The bank has had nine presidents. The 
first, Isaac Smith, was a colonel in the 
tevolutionary War and later a judge in 
the New Jersey Supreme Court. The 
presidents succeeding him were: Jonathan 
Rhea, John Beatty, Thomas Lowrey 
Woodruff, Philemon Dickinson, William 
Scudder Stryker, Joseph Holmes Bruere, 
John Alexander Campbell, William Edgar 
Green, and the president of the bank 
today, Caleb S. Green. 

Joun L. WtLttamMson, Vice-president, 

The Trenton Banking Company, 
Trenton, New Jersey 

* > + 


Eastern Conference of Auditors 
and Comptrollers 


Sirs: The Eighth Eastern Regional 
Conference of the National Association of 
Bank Auditors and Comptrollers will be 
held in Baltimore, at the Emerson Hotel, 
on April 18, 19 and 20, 1940. 

William B. Alexander, secretary-treas- 
urer of the Colonial Trust Company, and 
president of the Baltimore Conference, is 
chairman of the General Committee and 
Frank Bell of the Western National Bank 
is chairman of the Subjects and Speakers 
Committee. 

The Baltimore Conference will appreciate 
your publishing the above in a future issue. 

Water J. Mucuow, 

Chairman Publicity C committee, 

Baltimore Conference of the National 

Association of Bank Auditors 
and Comptrollers, 
Baltimore, Maryland 
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Mitchell Corn Palace 


Sirs: It has occurred to me that you 
might be interested in what this bank is 
doing to capitalize on our city’s famous 
Corn Palace—a _ beautiful building of 
minarets and towers with its exterior of 
corn of different colors worked into formal 
and geometric designs and panel pictures 
by local artists. 

When we noticed that our bank money 
orders travel the length and breadth of the 
United States, and even into foreign coun- 
tries, we conceived the idea of using them 
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to advertise the Corn Palace. We are 
enclosing a specimen of our new money 
order for your inspection, because we 
thought you might be interested in seeing 
how this bank is advertising its community. 
J. M. Parron, Vice-president, 
Mitchell National Bank, 
Mitchell, South Dakota 
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The Treasurer’s List 


Sirs: Allow me to acknowledge receipt 
of The Burroughs Clearing House. I have 
found the numerous matters interesting 
and would appreciate your placing my 
name on your mailing list for this magazine. 








378 BANKS — 


In New England alone, 378 
banks were correspondents of The 
National Shawmut Bank at the 
close of last year — including more 
than half of all the national banks 


and trust companies. We provide 


complete facilities for handling all 


types of banking business through- 


out this important industrial area. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET 


eMember Federal Deposit Insurance 


BOSTON 


Corporation 
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As you may easily understand, we have 
banking accounts in practically all the 
large centers and therefore banking news 
is of a great deal of interest to us. 
H. O. Comrie-PALMEr, Treasurer, 
Hiram Walker-Gooderham 
& Worts Limited, 
Walkerville, Ontario, Canada 
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Automobile Financing 


Sirs: We are very much interested 
in the article, “Automobile Financing,” 
in your November issue by Kenton R. 
Cravens. We are seriously considering a 
shift from direct loans to automobile buyers 
to the plan of originating business through 
the dealers, and are looking forward to 
Mr. Cravens’ second article which speciti- 
cally describes the operation of their auto- 
mobile finance department and which is to 
appear in your December issue. 

M. A. SHipMAN, President, 

The National Bronx Bank, 
New York, N. Y. 


Sirs: All of us enjoyed this month’s 
article by Kenton R. Cravens on auto- 
mobile financing, and we also wish to take 
this opportunity to congratulate you on 
the excellent articles you are giving us in 
each issue. 

Howarp HAINEs, 

Executive Vice-president, 
The Quindaro State Bank, 
Kansas City, Kansas 


Sirs: We have read with a great deal 
of interest the article by Kenton R. 
Cravens on automobile financing. We hope 
that in the near future we will be able to 
obtain from your ‘Booklet Counter” a 
booklet on this topic, as it is of extreme 
interest to us. Thank you for this ex- 
cellent service. 

Cuartes Moore, Credit Manager, 

Bank of Jamestown, 
Jamestown, New York 


° ° + 


Cartoon Advertising 


Sirs: In our latest mailing piece we 
threw dignity to the winds and slammed 
home our message in brisk, easy-to-take 
cartoons. Some bankers may not approve, 
but all we know is that it gets results. 

As this presents a rather new approach 
in bank advertising, we hoped that you 
might find it worthy of editorial mention. 
We are enclosing an illustration. 


JoE MULLANEY, 
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In the TREND of BANKING 




















Services to Business, Industry 
Theme of Regionals 


Further development of broad, efficient 
banking services to business and industry 
will be the primary theme of the three 
regional conferences of the American 
Bankers Association scheduled to be held 
this winter, it is announced by Robert M. 
Hanes, president of the association. 

Continuing the association’s program of 
education for bankers through banking 
forums, the theme of the first meeting, to 
be held in Richmond, Virginia, December 
7-8, will be “Banking’s Part in Business 
Development,” Mr. Hanes said. 

The principal speakers at each of the 
three winter conferences will be bank 
officers who have specific knowledge of 
various banking problems and practices, 
based on the experience they have gained 
in their own localities. They will stress 
practical application of recent develop- 
ments in bank operation. Opportunities 
for forum discussions of each topic will be 
given those who attend the sessions. 

The three conferences this winter will 
mark the fourth successive year of the 
A. B. A. regional conference program. 
Following the first conference this winter 
in Richmond, the second and third have 
been scheduled for New York City, March 
6, 7, and 8, and Denver, Colorado, March 
21 and 22. Similar meetings were held last 
year in Columbus, Ohio, Minneapolis, 
Minnesota, and New York City. 

President Hanes has also announced the 
dates of other important A. B. A. meetings 
during the forthcoming months. The 
Executive Council will hold its annual 
meeting at the Homestead, Hot Springs, 
Va., April 21-24. The national convention 
will be held at Atlantic City, N. J., Sep- 
tember 22-26. 


« Sa 


Inaugurate Self-Improvement 
Campaign in Missouri 
The Committee on Education and Public 





Do you talk too much? 


Do you write notes of condolence to, or call on, 
abana te ee" hers of those fomilios? 
° 





Are you always inclined to held your opinion . 
is correct? Do you send a word of cheer to those who are 
dl on in distress? 


° 
Are you impationt with customers? ° 
e Do you ever visit your schools? 


. 
De you enuncie te clearly? 
Do you compliment your ministers ead others 
e when they do well? 
Are you friendly and obliging? e 
e Are your banking room and the exterior main- 
fanipens a? tained in attractive form? 
e . 
iT oh ? 
a | Do you advertise your service and ability to serve’ 


. 
Do people get the idea you like them, o: that 
they bore you? 


. 
Do you pay your personal accounts promptly? 
> 


Do you live within your meens? 
one rings do you say whe is ° 
Do you take vacations? 
e 
Js your voice friendly and pleasant on the tele- Are you watchtul of your health? 
phone? 
. 
a 
Does the Banking Department admit you conduct 
» well managed bank? 


Are you as courteous to the poor end elderly as 
to those who are prosperous? 
e Are you prompt in calling your customers by name? 
Do you study the characteristics of your custom. e 
ors-Fiest, as to their integrity; second, os to 
. Do you nervously interrupt people while they ere 
position and outlook on li talking? 
~ . 


Do you take time to explain clearly and frankly Deo you and your directors make a practice of in- 
7 48 to your bank? 


why you decline «loan viting new business 








Distributed to Missouri banks 


Relations of the Missouri Bankers Associ- 
ation, in considering plans for the develop- 
ment and upbuilding of a better feeling 
and understanding between the banks of 
the state and the public, decided that it 
would be worthwhile for the bankers to 
analyze themselves on the theory that 
“charity begins at home.” 

To that end, the committee has sug- 
gested that once a month each bank call 
its employees together for at least as long 
as thirty minutes to talk over their prob- 
lems and ascertain if each officer and em- 
ployee can do —" to improve his 
personality and make his contact with 
public more attractive and pleasant. 

As an aid in this regard, the committee 
has issued the list of questions illustrated 
here, with the suggestion that they be read 
in the meeting and sufficient time be given 
after each question to enable each indi- 
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vidual to decide in his own mind how it 
pertains to him. Extra copies of the 
“Hints for Hustlers” folder containing 
these questions are available free of charge 
to Missouri banks, and it is suggested that 
they be placed on the desk of each em- 
ployee and officer. 
> - + 


Ohio Bankers Take Step 
in Trust Cost Analysis 


At the annual trust conference of the 
Ohio Bankers Association last spring, the 
institutions represented committed them- 
selves to make cost studies of their trust 
department operations. 

To facilitate this work, the trust com- 
mittee of the association has prepared a 
manual on the “Procedure for Cost Analy- 
sis of the Trust Department and Personal 
Trust Accounts,” which should be of con- 
siderable interest outside as well as in the 
state. 

The committee declares that the purpose 
of this booklet is to “‘present a method for 
determining the total expense of operating 
the trust department and to indicate how 
this total expense can be translated into 
account costs and so provide a sound basis 
for determining and correcting unprofitable 
situations in the individual accounts where 
possible, thereby increasing the depart- 
mental profit. In this procedure an effort 
has been made to present a method which 
is simple yet adequate enough to be useful 
in small as well as large trust departments.” 

Copies of the cost analysis manual are 
available at $1.00 each, and may be 
obtained from David M. Auch, secretary, 
Ohio Bankers Association, Columbus, Ohio. 


Sd Sd « 


Revive Rutgers Remembrances 
at Graduate School Party 
Recollections of memorable days ‘On 
the Banks of the Old Raritan” were revived 
as a representative gathering of Graduate 


Modern head office building and president's room of the Rural Bank of 
New South Wales, at Sydney, Australia. 
granite base, followed by red stone which grades to cream at the top 


The exterior has a blue-black 
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Group at football party of Graduate School of Banking men 


School of Banking men from all over the 
eastern part of the United States were 
reunited at a Football Party held in 
Pittsburgh on October 28. 

The reunion got off to a thrilling start 
as the group attended the exciting Carnegie 
Tech-Notre Dame football game in the 
afternoon. The fun carried over into the 
evening, as forty-two Graduate School 
students, alumni and faculty members 
enjoyed a strictly sociable banquet at the 
William Penn Hotel. 

Station KDKA donated a quarter-hour 
period over the air for a brief eee 
program, which the men at the dinner hear 
over the radio. Montfort Jones, member 
of the Graduate School of Banking Faculty 
and Professor of Finance of the University 
of Pittsburgh, spoke in high praise of the 
Graduate School teaching staif. Ralph L. 
Thomas, assistant cashier of the First 
National Bank at Pittsburgh, spoke on 
“The 1950 Banker.” 


Professor Jones also presided as toast- 
master at the banquet. John W. Baker, 
assistant cashier of the Continental Illinois 
National Bank and Trust Company of 
Chicago, Illinois, traveled the farthest 
distance to attend. 

This year’s football party is the third 
of these fall reunions that have been held 
in Pittsburgh, the others being in 1936- 
1937. Ralph L. Thomas, who was chair- 
man of the committee for this year’s party, 
was instrumental in arranging for the first 
such event in 1936. 


° e 


Merchandising Mortgage 
Loan Service 


In merchandising its mortgage loan 
service, the Tracy Loan & Trust Company 
of Salt Lake City, Utah, has found direct 
contact with real estate dealers and con- 





GENERAL 


MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide afhliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ 


INSTALMENT 
PLAN 


ACCEPTANCE 








CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 





These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK 
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tractors and builders is particularly effec- 
tive in developing mortgage applications. 
To keep its name and service before those 
actively identified with the real estate 
business, the company distributes _in- 
expensive reminders from time to time. 
One of these is an abbreviated mortgage 
application form supplied to real estate 
salesmen. Thus when a prospect asks the 
salesman about tage a mortgage, the 
salesman has ready a form, of pocket size. 
on which to list the essential data. 

Similarly, the company supplies builders 
with pocket size pads of co-ordinate paper 
and in the past it has distributed rulers to 
carpenters. Also, it has found the distri- 
bution of inexpensive novelties to inter- 
ested prospects at such events as housing 
shows effective. 


« ° ¢ 


Statement Enclosure Promotes 
Personal Loans 


The Bayside National Bank, of New 
York City, has prepared a four-page state- 
ment enclosure which calls attention to 
the bank’s personal loan service in a most 
effective manner. 

The folder cover is in the form of a letter 
addressed to the depositor, signed by 
President J. Wilson Drayton, which in a 
friendly and cordial tone invites the cus- 
tomer to become a borrower if he should 
be in the need of funds. 

The simple steps necessary to obtain a 
personal loan, and the rates applicable to 
this service, are described on the next two 
eames of the folder. 

hould the depositor decide to apply for 
a loan, there is a handy application form 
on the last page of the folder which he 
can fill out and mail or bring to the bank. 


* « Sd 


Progress of Savings Bank Life 
Insurance in New York 


Authorized at the first of the year lo 
handle life insurance, some _ seventeen 
issuing and agency savings banks in New 
York State after nine months of operation 
report a total of over $514 million of 
insurance in force, representing 6,699 
policies. 

These figures were cited by Clarence . 
Plantz, assistant vice-president of The 
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New York Savings Bank, at the recent 
Savings Bank Association Convention at 
Hot Springs. He also stated that the first 
year mortuary rate has been even less than 
was forecast, there having been but three 
deaths throughout the entire system 
resulting in total death loss payments of 
only $5,500, while the total premium 
income collected to September 30 was 
over $106,000. 

Thus, Mr. Plantz declared, in addition 
to the legal reserves and such surpluses 
that may result from profits, present indi- 
cations are that the end of the year will 
show unimpaired guaranty funds totaling 
$175,000 for the further protection of 
policyholders. 

_ Many other interesting facts were cited. 
For instance, 47 per cent of the purchasers 
of savings bank life insurance had no other 
insurance whatsoever. Although applica- 
tions may be taken in amounts up to 
$3,000, about 78 per cent of the applicants 
have applied for $1,000 or less, and the 
average policy issued by the banks is $831. 

Less than 10 per cent of the policyholders 
were depositors of the bank where they 
applied for insurance, although Mr. Plantz 
Stated that many of the applicants have 
now opened savings accounts. Most of the 
accounts contemplate small regular de- 
posits from which life insurance premiums 
are to be deducted. The difference between 
the deposit and the premium is to remain 
in the account to build up a predetermined 
Savings objective. ‘‘This plan has an 
excellent appeal,” Mr. Plantz added, 

and it is indicated that the average 
account will eventually be much higher 
than other special purpose accounts. Our 
—_ Life Insurance Savings Account is 
already about $70, while the average 
Christmas Club Account throughout the 
State runs about $40.” 


Toy Automobile Adds Extra 
Touch to Display 


Something different in a counter won 8d 
promoting auto loans is that produced by 
California Bank of Los Angeles for use in 
the lobbies of its fifty-two offices. This 





Promoting automobile loans 


display is die-cut from one piece of light 
green cardboard, printed in dark green and 
yellow; it sits on a base approximately 
eight inches square and is just under five 
inches high. 

The toy automobiles which add much 
to the appeal of the displays were pur- 
chased at the ten-cent store. Each car is 
anchored into a display by an elastic band 
which runs from the front axle to a special 


notch cut in the rear of the card. This 
serves to keep the car from getting out of 
place and prevents appropriation by 
children. 

Three or four of the displays were placed 
in each of the California Bank offices just 
— to the announcement of the Auto 

how in Los Angeles. They have caused 
considerable comment and have brought 
in traceable business, according to Rod 
Maclean, advertising manager of the bank. 


¢ ¢ ¢ 


Survey of Consumer Credit 
Activity in Pennsylvania 


The recently established Pennsylvania 
chapter of the Bankers Association for 
Consumer Credit is making a state-wide 
survey which should reveal some valuable 
information on this type of financing. 

It is asking all the banks in Pennsylvania 
to fill out a brief questionnaire that will 
cover the amount of money invested in con- 
sumer credit, the total amount of loans 
and discounts, the various ways in which 
consumer credit is extended, and the 
officer or employee of the bank who is in 
charge of this activity. 

The association will compile the returns, 
and — supply banks and other interested 
parties with the total figures resulting from 
the compilation. Information furnished 
by individual banks will, of course, be held 
in confidence. 

” . 


Mortgage Loan Volume 
Classified by Lenders 
Altogether $2,790,863,000 worth of non- 


farm mortgages valued at $20,000 and 
under were recorded during the first nine 
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months of this year, according to statistics By types of lenders, the volume of such 
compiled by the Federal Home Loan Bank mortgages in each of the three quarters is 
Board. shown in the following table: 
(In millions of dollars) Per Cent of Total 
TYPE First Second Third First Second Third 
. Quarter Quarter Quarter Quarter Quarter Quarter 
Savings and loan associations. $227 $ 318 $323 29 31 a 
Insurance companies....... ’ 70 87 89 9 9 9 
Banks and trust companies 201 248 229 26 25 23 
Mutual savings banks........ 24 34 41 3 3 4 
Individuals eletg tetas 149 174 170 19 17 17 
GSS err . 153 141 14 15 11 
ES oo sakes dc. vie eaReibes $784 $1,014 $993 100 100 100 
° + . 
Where Bank Stockholders Magazine as an institution which has 
Outnumber Depositors fewer depositors than stockholders since 


it handles only large accounts. The First 
The First National Bank of New York National has approximately 1,500 accounts 
was cited in a recent issue of Collier's with deposits as of September 30 totaling 





Broaden customer service with Chase correspondent facilities 








Latin-American 
Banking Facilities 




















ECENT world events have focused the attention 
R of manufacturers and merchants throughout 
the United States on the possibilities of increasing 
their trade with Latin-American countries. 

The Chase National Bank maintains branches 
in several leading cities in the Caribbean area, 
and long established relationships with financial 
institutions in every trade center in Latin America. 
The Foreign Department of the Chase at the head 
office in New York thus has a timely and well- 
rounded knowledge of business and financial con- 
ditions in these countries. 

The benefits of these facilities and first hand 
connections are available to Chase Correspondent 
Banks. Equally valuable services are at their dis- 
posal for their banking requirements with Old 
World countries. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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$620,818,857, while in comparison it has 
5,300 shareholders, of which about 1,750 
own only one share. 

Another New York City bank having 
fewer depositors than stockholders is The 
Continental Bank & Trust Company of 
New York. As a result of following a 
selective policy in accepting accounts, the 
bank now has 3,500 depositors compared 
with 6,000 stockholders. Its deposits 
total $66,967,122. 

+ + . 


Measuring the Advantages of 
Federal Insurance 

The part played by insuring of accounts 
in bolstering the public support of financial 
institutions, particularly in the savings 
and loan business, is cited by Dr. William 
H. Husband, member of the Federal Home 
Loan Bank Board. 

Dr. Husband points out that during the 
period from December 31, 1937, to Decem- 
ber 31, 1938, reports of 901 non-insured 
members of the Federal Home Loan Bank 
System showed an increase in private 
investments of only 0.5 per cent, while the 
remaining non-insured associations as a 
group reported a decline. During the 
same year, 1,383 insured associations 
throughout the country had an average 
increase in private investments of 16 per 
cent. 

Fundamental advantages of account 
insurance are listed by Dr. Husband as 
follows: (1) as a buffer against emergency 
conditions; (2) as a form of progressive and 
sound public policy; (3) as an aid to 
operating management; (4) as an aid to 
the growth of the savings and loan industry. 

¢ + + 


National Shawmut Publicizes 
New England Apples 


As a move to promote and publicize 
New England’s apple industry during 
National Apple Week, the National Shaw- 
mut Bank of Beaten recently had a lobby 
display of free apples which proved highly 
popular. Some 2,000 apples were given 
away to customers. 

The accompanying photograph shows 
Walter S. Bucklin, president of the bank, 
adding a human touch to the display as 
he singles out a local newsboy to receive 
the first apple. Oscar W. Huassermann, 
at the right, president of the Boston 
Chamber of Commerce, lends his support 
to the distribution. 








Newsboy receives first apple 
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President Usina, fifth from left, and President Ball, Florida National Group, 
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fourth from left, opening the Florida National's new Miami quarters 


Florida National Moves Into 
New Quarters 

The beautiful new banking headquarters 
of the Florida National Bank and Trust 
Company at Miami, Florida, were formally 
opened on October 23 with all-day cere- 
nionies which were witnessed by more than 


2.900 persons including many banking, 
business and public dignitaries. President 


Leonard A. Usina and others on his staff 
were the proud hosts. 

Visitors were especially impressed with 
the imposing main banking room, which 
occupies the entire second floor of the 
new 17-story Alfred I. du Pont Building, 
and is reached by an escalator. This room 
ineasures 145-feet square, and was designed 
to accommodate a billion dollar volume 
of business without any alterations, indi- 
cating the planners’ faith in the future of 
Miami. Executive offices and_ public 
lounges are on the third floor, while the 
fourth floor is given over to operating 


departments. 
Among the speakers at the morning 
ceremony formally opening both the 


du Pont Building and the banking quarters 
were E. G. Sewell, mayor of Miami; J. 
Lamar Paxson, chairman of the Dade 
County commission; Edward Ball, presi- 
dent of the Florida National Group, Inc., 
of which the Miami bank is a member; 
and President Usina. 

Also in the official dedicatory party were 
l\obert S. Parker, president of the Federal 
Kieserve Bank at Atlanta. Ga.; George J. 
Avent, president of the Florida National 
Bank of Jacksonville, Fla.: and N. Addison 
3aker, president of the Florida Bank at 
Orlando, Fla. 

Organized on August 17, 1931, when it 
took over the accounts of the Third Na- 
tional Bank of Miami, the Florida National 
Bank and Trust Company has grown in 
eight years from resources and liabilities 
of less than $2,000,000 to a present-day 
ligure of more than $10,000.000. 
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Bank of America Seeks Legal 
Clarifications 


In refusing to comply with a ruling of 
the National Labor Relations Board that 


it re-instate a former employee, alleged 
by the board to have been discharged for 
union activity, Bank of America officials 
feel that the bank is performing a service 
for all bankers. They point out that by 
its action, Bank of America seems to have 
paved the way for a Supreme Court deci- 
sion which, presumably, will clear up the 
question of whether or not banks are en- 
gaged in interstate commerce and whether 
or not they are to be considered “instru- 
mentalities” of the Federal Government 
in the future as they have been in the past. 

By taking jurisdiction over the Bank of 
America, the National Labor Relations 
Board held in effect that banks, generally, 
were engaged in interstate commerce and 
were not “instrumentalities’’ and were, 
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therefore, subject to board rulings. Against 
this interpretive background, the board 
held hearings and then ordered the re- 
instatement of the employee in question 
and ruled that he must be paid back salary 
from the time of his severance from the 
bank’s staff. 

The bank refused to comply with this 
order and petitioned the board for a re- 
hearing and re-opening of the case. ‘This, 
in turn, was denied by the board. Under 
normal procedure the case now moves (if 
it has not already moved by the time this 
is printed) on the petition of the bank for 
a dismissal or of the board for an enforce- 
ment order, into the United States Court 
of Appeals. From there it will probably 
be carried, by one party or the other, to 
the United States Supreme Court. The 
latter in rendering a decision may state 
categorically the present status of banks 
in relation to interstate commerce and to 
their traditional role as an “instrumen- 
tality” of the Federal Government. It 
was by its interpretation of these two 
points that the Labor Board was able to 
claim jurisdiction over the Bank of 
America. 

The Bank of America has indicated, 
however, that when and as this case comes 
into court, it will not rely entirely either 
on the contention of not being engaged in 
interstate commerce or on the argument 
of being an “instrumentality” of the 
Federal Government. In addition it is 
expected to produce considerable evidence 
Lo support the contention that it is “against 
public policy” to include banks under the 
terms of the National Labor Relations Act. 
A lengthy argument to this effect was 
included in the bank’s brief on the case 
which was filed some time ago with the 
National Labor Relations Board and testi- 
mony along the same lines may be pre- 
sented to Congress this winter in case the 
National Labor Relations Act comes up 
for discussion and possible amendment. 

It appears, therefore, that during the 
next few months the efforts of the Bank of 
America will result in a clarification of 
banking’s status under the National Labor 
Relations Act in particular and its relation 
to the Federal Government and to inter- 
state commerce in general. 























THE GROWTH of this organization parallels the period of 


marked industrial expansion which began with the turn of 


the century. Confining itself to well established communities 


and corporations, this house has been identified with the 


original underwriting and distribution of bonds, notes, and 


debentures of representative borrowers in practically all 


major fields and localities of the country. 


CHICAGO, 201 SO. LA SALLE STREET * NEW YORK, 35 WALL STREET 
AND OTHER PRINCIPAL CITIES 








In writing to advertisers please mention The Burroughs Clearing House 





THE BURROUGHS CLEARING HOUSE—December, 1939 






Would you rather 
lose $10,000 
from this pocket. 


2. or this? 





That’s the idea back of the 


"NEW way of buying insurance 


If you lose $10,000 it doesn’t make the slightest same? And how about the risks your clients and customers 


difference how you lose it— it’s gone! run? Their losses may become your losses. For your own 





The NEW way of buying insurance starts with 
that fact. Then it considers all risks to which you 
are exposed, with emphasis on the amount at risk, 
rather than the probability of loss. It leaves no loop- 
holes for big losses, no matter how unlikely they 
may seem. 

Undoubtedly you’ve “taken out” policies against 
the usual risks. But have those risks remained the 


























protection, you must see that they, too, are prop- 
erly covered. 

The NEW way of buying insurance may save you 
thousands of dollars. It fits your insurance to your 
exact and changing needs — gives you not just pol- 
icies, but real protection. 

To get details on the NEW way, call Western 
Union (in Canada, call Canadian National Tele- 
graphs ) and ask for the name of the nearest Hartford 
representative. Or get in touch with your own in- 
surance broker. 


*This is called the NEW way because it is new to 
most buyers of insurance. But as a method of fit- 
ting an insurance program to the buyer’s needs, it 
has long been practised by agents of the Hartford. 





Hartford Fire Insurance Company 
Hartford Accident and Indemnity Company 


HARTFORD, CONNECTICUT 


In writing to advertisers please mention The Burroughs Clearing House 
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One phase of inexpensive audit control. Junior officers are here making a check-up of tellers’ cash 


Country Bank Auditing 


The question is how to solve the problem of auditing the smaller bank 
effectively at a reasonable cost....This article presents a notable 
achievement along this line for the consideration of bank executives 


RANKLY, we have never con- 
IY sitertl that our auditing and con- 
trol methods are anything extra- 
ordinary. We have for a number of 
years been doing our best to perfect 
our operating so that it would contain 
the fewest possible loopholes through 
which errors might creep. And, like 
any small bank in these low-profit 
times, we have found it necessary to 
set up our routine to achieve these 
results with the minimum expense. 
This article is written because some 
of our city banking friends have urged 
it. They tell us that we have achieved 
a degree of control over our assets and 
liabilities, our income and expenses, 
that is unusual in a country bank. 
Certainly our methods cost very little. 
So, if our approach to the problem 
contains anything that may be useful 
to other banks too small to afford an 
tlaborate set-up for auditing, we shall 


By 
SHELDON B. COOPER 


Cashier, Anderson Banking Company 
Anderson, Indiana 


feel well repaid for the effort of laying 
our ideas before them. 

Our aim in audit and control pro- 
cedures is to perfect our systems so 
that errors will be immediately de- 
tected, and the opportunity for dis- 
crepancies reduced to a minimum. The 
better our systems become in this 
respect, the more difficult it would be 
for any willful discrepancies to go 
undetected. And the greater the 
probability of prompt detection, the 
less temptation will confront any 
member of the staff who might incline 
toward attempting any manipulation. 


Let me point out with the utmost 
emphasis that our viewpoint is pri- 
marily looking toward the greatest 
attainable accuracy in operating and 
the reduction of operating errors and 
differences. Friends in far better posi- 
tion than we are to appraise the usual 
standards of small bank operating tell 
us that many a country bank accepts 
as inevitable a volume and frequency 
of differences which would get a city 
bank employee an opportunity to go 
job-hunting. We do not want dil- 
ferences. We want to balance out 
with no necessity for adjusting entries. 
This seems to us a requisite of a high 
standard of operating. 

Because our emphasis is primarily 
on accuracy, we talk a great deal inside 
our organization about ways to elimi- 
nate errors. We talk not at all about 
reducing temptation and assuring retri- 
bution, because we neither have —nor 
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Note and draft tellers ore switched to obtain an audit 


wish our employees to think that we 
have —the attitude of a house detective. 
We do not expect dishonesty. Our 
employees and officers regard our sys- 
tems not as thief-catchers but rather 
as assurances of good operating and of 
very few evenings devoted to hunting 
differences. And they therefore ap- 
proach their jobs with the _ high 
morale that brings a steady flow of 
suggestions for ways to make our 
systems nearer error-proof than be- 
fore. We all appreciate that when we 
achieve maximum operating accuracy 
we reduce chances of intentional error. 


A? . ancient rule of statesmanship is, 
* “Divide andrule.” For purposes of 
bank operating, this might well be 
rephrased, “Divide and control.” By 
this we mean that control is most 
surely and inexpensively attained by 
dividing the work in such manner thal 
when it goes through two successive 
operations, the second operation will 
in normal course prove out by balanc- 
ing with the first operation. If the 
first operation is performed by Clerk 
A, the second by Bookkeeper B, then 
we have made our proof convincing 
because an error is unlikely to go un- 
detected except in the improbable 
event of collusion. And if, from time 
to time, Bookkeeper C takes over the 
second operation and everything bal- 
ances, we have pretty well eliminated 
the possibilities of an error remaining 
concealed either from faulty working 
methods or from collusion. 

Please note that our purpose is 


always to bring about this type of 
control in the process of a normal flow 
of work through our departments. It 
wouid require no particular ingenuity, 
but a tremendous audit expense budget, 
to set up a system where the bank 
hires one man to do a job and hires a 
second man to check up on him. It 
takes a little planning to do it the 
inexpensive way. Our auditing and 
control involves the expense of one 
man, our auditor, who directs our 
program. The greater part of his 
control is exerted through this method 
of Jetting one operation or one em- 
ployee audit another in the course of 
his regular productive work. For those 
operations where we have not yet been 
bright enough to devise such an effort- 
less check the auditor performs the 
check-up. By thus combining oper- 
ating control and direct auditing, we 
exert our present degree of care upon 
an institution employing thirty-one 
officers and employees. 

We base our auditing and control 
upon a handful of home-made princi- 
ples. And in searching for a way to 
explain our methods most clearly for 
the understanding of other bankers, 
it seems that the most promising line 
is to set forth one principle at a time, 
with an example or examples of how 
we put it to work. There is, after all, 
little likelihood that any other banker 
would be able to lift intact any large 
share of the methods from our bank 
and use them in his bank. No two 
banks are exactly alike in operating 
methods, and hence cannot employ 


exactly the same routines, whether for 
auditing or for economy. But it 
seems possible that some of our work- 
ing principles may suggest usable 
ideas to other bankers, just as they 
have helped us when we came upon 
them in use by other institutions. 
Here goes, then, for taking up our 
methods a principle at a time. 

1. Work done by an _ emplovee 
should be checked or audited by the 
employee who performs the next 
operation in sequence. 


HE most obvious example, and one 
that will be lacking in novelty to 

any experienced bank officer, is the old 
familiar procedure of deposit auditing. 
Our tellers prove only their cash 
received and disbursed. Prool of 
checks deposited or cashed is handled 
by the proof, or pivot department. In 
the process of sorting the items for 
On Us, Transit, and Clearings, the 
proof clerks get their independent 
totals which must check against the 
teller’s totals. And the proof depart- 
ment totals, in turn, must balance out 
against the totals posted by the book- 
keepers who handle the customers’ 
ledger sections. Moreover, we use 
dual posting. One operator posts one 
section of the ledger, then posts an- 
other section of the statements, and 
their respective totals must balance. 

Since the operators are rotated 
about every thirty days, we get an 
added check. There are other safe- 
guards in the process, but they will be 
considered under other principles than 
this. 

2. Send work through the bank bv 
definite steps, with a control balance 
at every possible point enroute. 

For instance. here is the way we 
handle collateral. When the collateral 
loan is made, the actual collateral is 
delivered to the note teller along with 
the pledge sheet which the borrower 
signs to pledge his property —we handle 
it thus instead of using a collateral note 
form. After making his entries, the 
teller turns over to the collateral 
custodian (whose principal duty is 
manager of the safe deposit depart- 
ment) the actual collateral, taking the 
custodian’s initialed receipt on the 
pledge sheet where the securities are 
described. The pledge sheet remains 
in the note cage. The custodian does 
not release the collateral until she 
receives a written order from a loan- 
ing officer, and this order is issued only 
after the borrower has signed a release 
on the pledge sheet. Then, when the 
custodian hands over the collateral to 
the customer, the customer gives his 
receipt to the custodian. It happens, 
of course, that while the note cage 
record and the custodian record ot 
collateral must always agree, their 
balance is not something that can be 
determined as simply as by comparing 
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a couple of adding machine tapes. 
But whenever the auditor makes an 
unannounced check-up, he gets a 
quick balance by reading one record 
against the other. And note that the 
records he reads are the simple records 
which would have to be kept in any 
event. That they represent two 
successive steps in the routine, in the 
control of two different employees, 
makes it a reliable check-up. 

3. Divide the responsibility for 
different operations as far as can be 
done economically. Then definitely 
assign each bit of responsibility to the 
proper person. 


[S an institution as small as ours, or 

smaller, this means that practically 
everybody except the janitor performs 
more than one banking function. Just 
as the safe deposit manager doubles as 
collateral custodian, so almost every- 
one else has his secondary job, and 
sometimes several other odds and 
ends. Frequently we choose to spread 
two or more responsibilities over two 
or more persons for the sake of the 
audit value, instead of splitting up 
the responsibilities one to each em- 
ployee. 

For instance, we might get along 
comfortably with one note teller and 
one draft teller. Actually, we have 
two cages jn each of which the teller 
performs the functions of a note teller 
and the functions of a draft teller. 
Frankly, we feel it is a debatable ques- 
tion whether such a situation should 
be split between two functions of the 
bank or between two individuals. We 
prefer splitting it between two indi- 
viduals. Thus we are able to switch 
these tellers to each other’s cages 
without advance notice, getting the 
benefit of the audit that thus results. 





SHELDON B. COOPER, Cashier 


His motto: Divide and control 
































Note teller and collateral custodian share responsibility for collateral 


If we had only one note teller and one 
draft teller, it would probably mean 
that the auditor would have to make 
a direct audit of these cages at rather 
frequent intervals. Multiply that by 
a dozen other places in the bank, and 
it becomes quickly apparent that we 
should have to have at least one 
additional employee doing audit work 
which now we get done without this 
extra cost. 

Along much the same line is our 
line-up of savings tellers. Our savings 
department runs by peaks and valleys 
which pretty much coincide with the 
pay periods of local industries. We 
have a full-time savings teller. But 
also we have two part-time tellers. 
One of these is a former full-time 
employee who is married, and is glad 
to get work that does not fill all her 
time. The other is a transit clerk who 
works in savings about 25 per cent of 
the time. We intentionally avoid any 
division of the alphabet, even on rush 
days. By having the three tellers 
handling savings patrons in this man- 
ner, we get the sampling overlap that 
amounts to a full audit check-up. And, 
just for good measure, the posting of 
savings transactions to the savings 
ledgers is handled after banking hours 
by three employees who spend the 
earlier part of the day as proof clerks. 

To give a picture of how we proceed 
with safeguarding an entire activity 
against errors, and provide an audit 
through the operating system, let’s 
examine our savings routine in a little 
closer detail. The savings teller is not 


permitted to authorize a withdrawal 
unless the customer’s pass book is 
presented for posting. A withdrawal 
without a pass book requires an officer’s 
initialed o.k. on the withdrawal ticket. 
Also, each withdrawal ticket or each 
deposit ticket is required to have the 
new balance entered in the presence 
of the customer. This balance figure 
is checked against the actual ledger 
balance during the posting operation, 
by the proof clerk-bookkeeper. Sav- 
ings interest is computed by these 
proof clerks in odd moments for the 
week immediately following the quar- 
terly interest dates. Then their entire 
interest computation is turned over 
to the auditor who figures some sample 
accounts of the department, and actu- 
ally checks the adding machine run of 
total credits for interest. After he 
releases these computations as correct, 
the postings are made to the savings 
ledgers in the ordinary course of 
business. 

Or consider our handling of newly 
purchased securities. All invoices are 
checked by the cashier against the 
physical evidence of the delivery, 
usually a safekeeping advice from the 
city bank to which we have instructed 
that they be delivered. The cashier 
also checks correctness of price and 
similar details. The purchase entries 
are then made on the blotter by the 
draft teller, to be picked up on the 
general books by the general book- 
keeper. When this operation is com- 
pleted, the invoices go to an assistant 

See COUNTRY BANK AUDITING—Page 30 





HEN our bank entered the 
field of automobile finance on 
December 1, 1938, we set up 
as our basic policy that all automobile 
paper must come to us via the dealer, 
none direct from the automobile pur- 


chaser. The reasons for this decision 
have been outlined in a_ previous 


article.* Suffice it that we believe, 
and our belief is based on the long 
experience in this specialized field 
represented by the men in charge of 
this department, that this method is 
not only more directly profitable for 
the bank but also that it is better 
socially and economically for the 
entire community. 

We were well aware that we could 
not expect the automobile dealers of 
Cleveland and the surrounding com- 
munities where we have branches to 
dance in joy just because our institu- 
tion was opening its doors to their 
installment.paper. Because the men 
in charge had come to the bank direct 
from the field work of long-established 
institutions specializing in this type 
of credit, we knew only too well that 
the dealers who originate profitable 
credit of this class are being solicitously 
asked for their business by everybody 
else. It was clear that we must offer 


*“Automobile Vigencing by Kenton R. Cravens, The 
Burroughe Clearing House, for November, 1939, page 9. 
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Bank Finanang 
of AUTOMOBILES 


By 
KENTON R. CRAVENS 


Vice-president, The Cleveland Trust Company, Cleveland, Ohio, and President, 
Bankers Association for Consumer Credit 


ll. Last month the writer outlined basic principles 


for building a profitable auto finance department; 


here he describes the specific application of these 


principles to his own bank. Better service, not rate 


cutting, is his formula for attracting the business 


them distinct advantages if we could 
hope to earn their business. 

So we spent several weeks in pre- 
paring to serve them and perfecting 
our organization before we announced 
ourselves. We built up our systems, 
hired from the outside those staff 
members who must have special experi- 
ence to discharge their functions, 
transferred from other departments of 
the bank as many people without 
specialized experience as we felt the 
department could assimilate. Inci- 


dentally, the method that we hit upon 
for striking a balance between special- 
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ists from the outside and bank em- 
ployees from the existing personnel 
has worked out so satisfactorily that it 
deserves special mention. We pro- 
ceeded on the belief that while we 
undoubtedly needed specialists who 
had never worked in a bank, we also 
needed to balance these folks with 
people who knew the bank’s policies, 
spirit, and such workaday facts as 
how the books of account tie together. 
So, wherever possible, we put a new 
man and a bank man working side by 
side. The specialist trained the bank 
clerk in the specialty which would 
thereafter be their joint responsibility. 
The bank veteran restrained the new- 
comer from overstepping the bank- 
ing proprieties, reminded him of those 
facts that might not be obvious to 
someone unfamiliar with banking. 
Now, after almost a year, these teams 
are working together in perfect har- 
mony. The new man has learned to 
respect the bank’s traditions, and has 
learned a world of miscellaneous facts 
germane to a city financial institution. 
The bank-trained clerk has mean- 
while absorbed a skill at the specialty 
so that he has become only a little 
less adept at it than the man who has 
worked at the specialty for years. 

It was only after we had smoothed 
the kinks out of our systems and 


Trained operators give fast service 
to dealers on credit inquiries 
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Main floor of The Cleveland Trust Company's successful consumer credit department 


developed our basic policies that we 
opened for automobile business. To 
say it another way we first designed 
our product, and set ourselves up to 
produce it. The method we selected 
for making the announcement was of 
itself calculated to impress the dealers. 
To each we sent a Western Union uni- 
formed messenger who usually man- 
aged to deliver personally to the head 
of the business what we call our retail 
plan or purchase plan. In the package 
we included a broadside explaining 
our plan to the dealer; a proof of the 
big-space newspaper advertisement we 
were using to announce our plan to 
the public; and all of the forms and 
equipment the dealer would need to 
utilize our services, from a_ credit 
application and statement form, a 
rate chart applicable to the line of 
cars he sells, the lien instruments, down 
to an envelope of draft forms to use 
in drawing on us for the amount 
agreed upon when we should authorize 
the deal by telephone. There were 
also decaleomania transfers for his 
windows and stand-up signs for his 
showroom, to let his customers know 
that he could give them the Cleveland 
Trust Company’s financing service, 
When our newspaper advertising inter- 
ested them enough so that they should 
ask for it. Mind you, this was not a 
solicitation of his business. Rather, it 
Was our way of putting him on notice, 
advising him of our interest in his busi- 
hess, and equipping him to handle any 
Customer’s demand for our service. 





This bank had for ten years been 
studying the possibilities of giving a 
consumers credit service. When finally 
the directors decided to go in, they did 
it in the only practical way. They 
decided to enter the business whole- 
heartedly, and specialize in it as the 
bank usually does in all its other bank- 
ing activities. They brought in men 
experienced in this type of business to 
operate the new department. 


HE work was got under way on 

November 1, 1938. The department 
was publicly announced and the doors 
were opened for business on December 
1. But we made no effort to acquire 
automobile business until March 1, 
1939. From our individual experience 
in the automobile field, we knew we 
must be set up letter-perfect to handle 
automobile business before we should 
try to handle any of it. And also, we 
were so flooded by applications for loans 
of other types from the public, which 
we could not control in volume and 
hence had to give emergency attention, 
that we postponed starting actively 
after those types of credit that we 
could control, such as automobile busi- 
ness. <A little automobile business 
wandered in, unsolicited, and we took 
ilon. But we made it very clear that 
until we should announce our auto- 
mobile financing service, the service 
to the dealers might fall short of the 
standards we should thereafter main- 
tain. 

When a bank newly entering the 


automobile finance business solicits 
the paper of the automobile dealer, its 
approach is met with suspicion. In 
the first place, the bank’s commercial 
department has either made no effort 
to get the dealer’s account or else may 
have turned down his request for a 
credit line. Or the situation may even 
be such that it hasn’t been necessary 
for the dealer to seek a line of bank 
credit. Also, the dealer doubts the 
bank’s ability to deliver the kind of 
credit service that he needs. More- 
over, because there exists some dis- 
trust of banks, inspired from assorted 
sources, he may just dislike the idea 
of entrusting his precious customers 
and his own affairs to our tender 
mercies. 

Foreseeing this attitude,” we went 
at the task gingerly. First we sent 
out the telegraph messenger announce- 
ments, which were only announce- 
ments. We invited the leading dealers 
of our area to dinner. We told them 
in so many words, “‘We are not solicit- 
ing your business. We would not take 
itnow. But we do want you to under- 
stand what we are setting out to do. 
So we are going to explain it to you 
in some detail.’”” They listened with 
interest, for after all it was of direct 
importance to them, whether or not 
they might ever use our service. They 
learned thus at first hand about our 
plans. And because there were so 
many of these dealers and because 
they were so respected in the trade, 
they punctured in advance the criti- 
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Upstairs operating department where automobile credits are passed, collections handled, and records maintained 


cisms and dire prophecies that the 
bank was not going to do anything 
worth doing in the automobile field. 

We have intentionally taken on the 
automobile business at a moderate rate 
of speed. As this is written, we have 
been in the automobile financing busi- 
ness for almost a year, but during that 
time we have had our men out solicit- 
ing business only part of the time. We 
did not want to bite off any more 
business than we could satisfactorily 
chew with our present set of teeth. 
As we grow a better set of grinders we 
shall proceed to increase the volume. 
For the past sixty days we have 
intensified our acquisition activities. 


T is extremely easy to control the 

volume of automobile business you 
take on —easy, that is, not to get more 
than you want. Good dealers do not 
come in on any substantial scale until 
they have been contacted and have had 
a complete explanation of just what 
the bank has to offer them. And every 
one of experience knows that merely 
to hold what business you have, you 
must keep calling. Not only must 
you keep calling on the dealer to keep 
him interested and show that the 
lender is interested, but the solicita- 
tion must be continuing and frequent 
on his salesmen, once the dealer him- 
self has been signed up. For salesmen, 
too, have their preferences in finance 
connections. They are naturally look- 
ing for opportunities to swing some 
of their deals to these connections. 
The burden of keeping the salesman 
sold rests with your organization be- 
cause he can always tell his boss that 
the customer demands using some 
other finance connection. The dealer 


wants the sale, the other connec- 
tion’s money is just as good as any 
body else’s, and he is not going- to 
risk the customer’s wrath by asking 
if it is really true. All this being so, 
it is apparent why it is easy to decrease 
the existing volume of automobile 
installment business in any lending 
institution! 

What the dealer first wants to know 
about an institution is whether it is 
physically competent to handle his 


business. If he has been selling cars 
for many years, he has had plenty of 
experience with outfits which wheedled 
him into giving them some paper, then 
proved they did not deserve it by 
failing to give him the fast, sure 
service that he absolutely must have. 
In our community, the bank’s standing 
guarantees the financial strength and 
general high plane on which the busi- 
ness will be handled. But still the 
See AUTOMOBILE FINANCING—Page 30 








To All Automobile Dealers... 


Now two great new services are available in your territory. 
They can he of tremendous value to you and your customers 





These lending and financing plans are designed for greater public 
service and are intended to help dealers to more and profitable busi- 


ness through complete cooperation between the bank and the dealer. 


a 











Cover of a broadside announcing the Purchase Plan, which was sent to dealers 
along with a supply of forms and display material 





THE 


Me 
to 


pro 
smé 
in | 
rest 
end 
wis 
bill 
Sen 


app 
bet: 
trat 
nee 
mat 


tior 
the 
put 
the 
cor} 
to | 
twe 
wol 
con 
cap 
is t] 
It p 
loca 
and 
and 
mal 
pro’ 
oF | 
ane 
loar 


sect 
Act 
pres 
bus 
Cor 


) age: 


suc] 
don 


| dire 
t bers 


Fed 
its 





ars 
of 
led 
nen 
by 
ure 
ive. 
jing 
and 
usli- 
the 

















THE BURROUGHS CLEARING HOUSE—December, 1939 


Banking as Viewed 
trom \WasHINGTON 


* * ** * **K* %* wh %* ww ww hK whK wh 6w® * 


15 


By HENRY D. RALPH r Washington Correspondent 


Mead Bill for Direct Loans 
to Business Introduced 


A renewed drive for legislation to 
















provide additional credit facilities for a S. 2998 

smaller business enterprises is foreseen 

in the next session of Congress as a 

result of a new bill introduced at the IN THE SENATE OF THE UNITED STATES 


end of the special session, which other- Ocesaah as. dene 
wise was devoted to neutrality. The Mr. Meap introduced the following bill; which was read twice and referred 
bill (S. 2998) was introduced by to the Committee on Banking and Currency 

Senator James M. Mead of New York, 

a leading spirit in this move, and 
apparently represents a compromise A BILL 
between conflicting views of adminis- " bi ; ; : : : 
tration officials as to the type of credit establish a permanent industrial loan corporation to assist 
needed by business and the Federal financing institutions in making credit available to com- 
machinery for providing it. 

The new Mead bill sets up an addi- 
tional Federal agency to be known as 
the Industrial Loan Corporation, but 
puts it entirely under the control of 
the Federal Reserve System. The 
corporation would make direct loans 
to business through the agency of the 
twelve Federal Reserve banks, and 
would also purchase stock of business 
concerns, thus providing the enterprise 
capital which many economists say 
is the prime need of smaller businesses. 
It provides machinery for co-operative . . . to establish an Industrial Loan Corporation 
local committees to assist in this work 
and also encourages commercial banks 
and other financial institutions to the Federal Reserve banks serving owned by it, these purchases to total 
make loans of a similar nature, through without additional compensation other about $139,000,000. Following the 
provision for commitment to purchase’ than reimbursement of actual expenses sale of their FDIC stock the Reserve 
or participate in such loans, andinsur- incurred. It could issue its own banks would purchase an equal amount 





° 


mercial and industrial enterprises. 

Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assembled, 
That section 13b of the Federal Reserve Act is amended 


to read as follows:: 


“Sec. 13b. (1) This section may be cited as the ‘In- 


ow Fe oO bY F 


dustrial Loan Corporation Act’. 





_ ance of banks against loss on business _ obligations, not to exceed $500,000,000, of stock in the Industrial Loan Cor- 


loans of this type. which would be tax-free and uncondi- poration to provide the new corpora- 

The bill is mainly an amendment to tionally guaranteed by the United tion with a capital of $100,000,000 and 
section 13 (b) of the Federal Reserve States. for sale to the general public, approximately $39,000,000 in surplus. 
Act under which Reserve banks at for sale to the Treasury, or for ex- This stock, however, would be held in 
present are authorized to make direct change for notes of business concerns’ the custody of the Treasury, and the 
business loans. The Industrial Loan _ seeking loans. bill provides that in the case of liquida- 
Corporation would be a government The capital stock and surplus of the tion of the Industrial Loan Corpora- 
agency with all the usual privileges new corporation would be acquired tion all assets shall go the Treasury. 
such as free use of the mails and free- through a rather intricate series of The Industrial Loan Corporation 
dom from taxation. Its board of transactions involving the Treasury would be authorized by the Mead bill 
directors would be ex officio the mem- and the Reserve banks. First, the to make loans to a business concern or 
bers of the Board of Governors of the Treasury would purchase from each discount obligations or purchase obli- 
Federal Reserve System and in general Federal Reserve Bank the stock of the gations from it; to purchase preferred 
its employees would be employees of Federal Deposit Insurance Corporation stock in a business corporation; to 
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Congressional leaders look on as President Roosevelt signs neutrality bill 


discount for or purchase from a financ- 
ing institution obligations of or pre- 
ferred stock in a business corporation; 
to make loans to a financing institution 
on the security of such obligations or 
preferred stock or to make commit- 
ments to make any such loans, dis- 
counts, or purchases. Such _ loans 
could not run for a period of more 
than ten years, and preferred stock 
acquired would have to be retired 
within ten years. Agreements for 
both loans and stock purchases would 
stipulate installment payments to 
amortize at least 40 per cent of the 
principal within ten years. No loan 
or stock purchase, either directly or in 
co-operation with a financing institu- 
tion, could exceed $1,000,000 for any 
one business concern. 

To induce commercial banks to 
make business loans, the Mead bill 
sets up machinery somewhat like the 
guarantee of modernization loans under 
Title | of the Federal Housing Adminis- 
tration law. The corporation could 
set up a fund not to exceed $25,000,000 
for the purpose of insuring banks which 
are members of the Federal Deposit 
Insurance Corporation against losses 
which they may sustain in making 
business loans approved by the cor- 
poration. Premiums would be paid 
by the banks at rates to be set by the 
corporation and no bank would be 
insured for more than $25,000 on any 
one loan; the corporation could set a 
limit on the percentage of all such 
loans made by a single bank which 
are covered by its insurance. Any 
obligations or stock acquired by the 
corporation could be sold by it with- 
out regard to the provisions of the 
securities act of 1933. Outstanding 
business loans made by the Federal 


Reserve banks would be taken over 
by the new corporation. 

The new Mead bill apparently has 
the endorsement of important officials 
in the Treasury, the Federal Reserve 
Board, and the Securities and Ex- 
change Commission, but it may not 
be endorsed by Jesse H. Jones, now 
Federal Loan Administrator. Mr. 
Jones recently took occasion to point 
out that in spite of the fact that the 
Reconstruction Finance Corporation 
is utilizing the field offices of the 
Federal Housing Administration and 
the Home Owners Loan Corporation 
in receiving applications for business 
loans which it is authorized to make, 
the RFC’s volume of business loans is 
decreasing, indicating a lessened need 
for credit of this type. 


° ° ° 


Foreign Trade Financing 
Under New Neutrality Law 


The new neutrality law requires a 
number of changes in methods of 
financing foreign trade but so far has 
not put any serious obstacles in the 
way of normal transactions. 

From a financial standpoint the 
important provisions of the new law 
are the requirement that exports to a 
nation at war be paid for before leav- 
ing the United States (with certain 
exceptions in the case of Canada), and 
the prohibition on belligerent nations 
floating loans or obtaining credit in 
this country. 

The so-called “‘cash and carry”’ pro- 
visions of the law do not literally 
require full cash payment for exports 
to belligerents, but in practice they will 
probably work out that way. The 
law requires that no articles or com- 


modities, whether classed as imple- 
ments of war or not, may be exported 
to any consignee in a warring nation 
until the shipper has filed a declara- 
tion that no American citizen has any 
right, title or interest in the goods, 
and it stipulates that the government 
will not support any claim for loss 
incurred by a citizen as the result of 
such export or transfer of title. This 
is interpreted to mean that an exporter 
could ship without having received 
cash but would have to take his 
chances on being paid since he would 
have no legally supportable claim for 
payment. 

Some of the features of the law may 
be clarified before long, but the pre- 
vailing opinion is that the act does 
not prevent the maintenance and 
renewal of existing trade credits and 
bank loans to exporters, although the 
total of such loans probably will 
decline. Such a decline was, in fact, 
coming about before the law was 
passed. With the outbreak of the 
war and its attendant technical dif- 
ficulties in issuing shipping docu- 
ments, most banks began calling for 
cash from foreign buyers at the time 
payments were made to American 
exporters. 

Considerable legal doubt also sur- 
rounds the prohibition on extending 
credit to warring nations. The act 
says it is unlawful for any person 
within the United States to purchase, 
sell, or exchange bonds, securities, or 
other obligations of the government 
of any state declared to be a _ bel- 
ligerent, or of any political subdivision 
of any such state, or of any person 
acting for or on behalf of the govern- 
ment of any such state, or to make any 
loan or extend any credit to any such 
government, political subdivision, or 
person. However, it also says that 
this section shall apply to the sale 
by any person within the United 
States to any person in a state declared 
to be at war of articles classified by 
the President as arms, ammunition, 
or implements of war. The wording 
of this section and its proviso would 
indicate that a private corporation in 
England or France, not acting on 
behalf of either of those governments, 
could sell securities and obtain credil 
here for any purpose except the pur- 
chase of munitions. There is also a 
provision that existing foreign in- 
debtedness may be refinanced or 
adjusted, so that there need be no 
forced liquidation of French and 
Bristish securities held in this country. 

The consensus of opinion in Wash- 
ington is that export trade with 
England and France will continue 
without much difficulty on the finan- 
cial side. The act appears to leave 


open a number of ways to handle such 
business in addition to cash payment 
in advance, although the law carries 
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such heavy criminal penalties for 
violation that it is not expected that 
there will be any attempts at evasion 
of its provisions. 

+. Sd * 


Short-Term Housing 
Authority Loans 


A new source of short-term loans for 
banks in many communities is pro- 
vided by the plan of the United States 
Housing Authority to turn to private 
financing to secure short-term funds 
to cover the construction of slum- 
clearance and low-rent housing proj- 
ects. The impelling motive for the 
new policy was to save local housing 
authorities interest on construction 
money, but Nathan Straus, Adminis- 
trator of the USHA, anticipates that 
it will lead to much greater use of 
private funds for housing projects of 
this type. 

“This temporary small-scale finan- 
cing,” he said, “‘will proceed inevitably 
to permanent large-scale financing of 
public housing projects with private 
funds, thus tapping huge reservoirs 
of idle capital. There is every reason 
to belive that, within a year or two, 
most of the hundreds of millions of 
dollars invested in constructing public 
housing projects will flow through the 
normal channels of the private invest- 
ment market, relieving the Treasury 
of this operation and limiting Federal 
participation to the subsidies neces- 
sary for low rents.” 

The financing is actually done by 
local housing authorities created by 
state laws, but in effect the USHA 
guarantees payment of the loans by 
means of a commitment to advance 
funds to repay them. The notes are 
designated temporary loan notes and 
run for six months, and are exempt 
from Federal and most state taxes. 
They are sold to the highest bidders 
and interest rates are expected to 
average considerably less than 1 per 
cent. The first group of loans was sold 
early in November by eleven local 
housing authorities, and the issues 
ranged from $1,000,000 in Macon, 
Georgia, to $9,600,000 in New Orleans, 
Louisiana, and totaled $50,000,000. 
The USHA anticipates similar groups 
of issues every four to six weeks as 
new projects are approved and those 
under construction require additional 
funds. 

The temporary loan notes are not 
to be confused with direct obligations 
of the USHA, which are fully guar- 
anteed as to principal and interest by 
the United States Treasury. The 
USHA is authorized to issue $800,000- 
000 of obligations and has already 
floated an issue of $100,000,000 of 
1% per cent notes, due in 1944. Under 
its organic act USHA is empowered to 
lend a local housing authority up to 
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Harris & Ewing 
NATHAN STRAUS, U. S. H. A. Administrator 


. . . plans private financing for 
public housing 


90 per cent of the total cost of a proj- 
ect, to be repaid within sixty years 
(in addition there is an operating 
subsidy, since the projects are designed 
for families of very low income). Such 
loans bear interest at the current rate 
for Federal long-term bonds, plus 
one-half of 1 per cent, which at 
present totals 3 or 314% per cent, and 
the interest on the total amount of the 
loan begins when the project is ap- 
proved. By borrowing on short-term 
notes, the local housing authorities 
can make substantial savings in inter- 
est charges during the construction 
period. In each case the USHA makes 
an irrevocable authorization to a 
Federal Reserve Bank to pay the 
local housing authority the amount of 
its short-term borrowings three days 
prior to the maturity date of the 
loan. 

While the new plan will save inter- 
est charges for local housing authori- 
ties and provides investors a new type 
of government-supported short-term 
paper with a higher interest rate than 
Treasury bills, it does not constitute 
a change in the basic financing plan 
of the USHA, which continues to be 
supported by the Federal Treasury in 
distinction from the rental-housing 
projects of the Federal Housing Ad- 
ministration where the government 
simply insures the mortgage for private 
investors. The USHA has already 
authorized loans totaling $693,000,000 
and has virtually committed itself for 
the balance of its $800,000,000 lending 
authority. Legislation to increase its 
lending authority by another $800,- 
000,000 is pending in Congress and 
will be pushed for passage at the next 











Harris & Ewing 
COL. PHILIP FLEMING 


. heads wage-hour division in 
personnel shake-up 


session, although during the last 
regular session the bill met strenuous 
opposition and its eventual enactment 
is somewhat doubtful. 


¢ A * 


Proposed Wage-Hour Revi- 
sion’ Would Affect Banks 


The future course of the adminis- 
tration of the fair labor standards act 
is considerably in doubt as a result of 
the attitude of Congress and recent 
shifts in the personnel of the Wages 
and Hours Division of the Department 
of Labor. 

At the end of the first year of the 
law the minimum wage automatically 
increased to 30 cents per hour and the 
maximum working week without pay- 
ment of overtime dropped to 42 hours. 
At the same time President Roosevelt 
ordered a shift in the administration 
of the law, replacing Administrator 
Elmer F. Andrews with Col. Philip 
Fleming, a regular army officer of the 
Engineer Corps. Subsequently, how- 
ever, there developed a question of 
the legality of permitting an Army 
officer on active duty to fill a civilian 
office of this nature which requires 
Senate confirmation. Col. Fleming 
took charge provisionally with the 
title of assistant to the administrator. 
At the time Mr. Andrews left, the 
Secretary of Labor, Miss Frances 
Perkins, asked the resignation of the 
Deputy Administrator, Paul Sifton, 
and some other members of the divi- 
sion, and named as acting deputy 
administrator Harold D. Jacobs who 

See WASHINGTON VIEWPOINT—Page 40 
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‘Lirte | Loans for 


Low Cost Housing 


EARLY all observers of Ameri- 
can housing are pretty well 


agreed that the principal short- 
age exists in the low cost field. The 
family with an income ranging upward 
from $2,400 a year can, if it will, 
acquire ownership of a satisfactory 
dwelling almost anywhere. The pinch 
comes in the lower income groups. 
Unless they have capital accumula- 
tions, which many of them do not, 
families in these groups have usually 
been shut off from ever owning homes 
of their own. 


These low income families can 
now be financed in home buying, 


under recently revised and consider- 


ably liberalized regulations of the 
Federal Housing Administration for 
the insurance of mortgages under 


Section 3 of the National Housing Act. 

Title I, you will remember, came 
into being in 1934. Its feature was 
the modernization of old structures, 
but under that provision it was pos- 
sible to finance the construction of 
low cost housing units such as summer 
camps and other small dwellings not 
acceptable for mortgage insurance 


By 
W. P. MURRAY 


President, Bank cf San Rafael, and the First National Bank, 
San Rafael, California 


Many banks are currently showing an interest in the 
new FHA plan of adapting Title | loans up to $2,500 


for residential construction. Here is how one bank 


thus helps low income families attain home ownership 


under Title II of the Act. This type 
of construction had a maximum loan 
limit of $2,000, a five-year term and 
an interest rate of 5 per cent discount. 
This original Act ran until March 31, 
1936. Then early in 1938, a new Act 
was passed with various amendments 


a good deal of building was under- 
taken. However it did not solve the 
low cost housing problem, for pay- 
ments under the maximum provisions 
of the Act amounted to above $36 a 
month, a sum beyond the means of 
large numbers of the class to whom 


which provided for a loan period of these houses would have naturally 
seven years, with a maximum loan of appealed. But through the revised 
$2,500 and an interest rate of 315 per National Housing Act which went 


cent discount. This continued in 


into: effect last summer, embodying 
effect until June 30, 1939 and under it 


regulations for Class 3 loans under 





Bank of San Rafael, 


“Tam Bann oF Sunvice” 


SAN HAFAEL, CALIFORNIA 


John Bromn 





234 North Avenue 
Venetia Meadows, Marin County 
if Actua 


With the aid of the builder’s progress sheet (left) the bank 
carefully checks small home construction. Examples of 
finished results are shown on the next page, the garage 
arrangement being typical of San Francisco and vicinity 
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President Murray discusses a mortgage with a customer. 


Title I, the disability of the former 
statutes is effectively cured. 


HUS, under maximum limitations, 

it is now possible for qualified Title I 
lending institutions to lend up to 
$2,500 on new residential construction 
tor periods up to fifteen years while 
the borrower’s down-payment is fixed 
ut 5 per cent of the cost of the land 
und building. In round figures, this 
means that a prospective home-owner 
can buy a house and lot costing 
$2,650 for $150 down while his pay- 
ments on account of interest and 
principal amount to $20.90 a month 
lor the fifteen-year period of the loan. 
Adding taxes and insurance to this 
brings his total outlay for housing in 
San Rafael to around $25 a month. 

















It also might be pointed out at this 
juncture that, in an important depart- 
ure from former FHA regulations 
governing loans of this kind, amended 
regulations permit the lending institu- 
tion to release the original maker of 
the note and substitute an eligible 
purchaser of the new home as primary 
obligor. This should enable builders 
to obtain a series of loans for the 
building of small houses, with a view 
to their early sale. Altogether, these 
regulations make home-ownership com- 
parable to automobile ownership and 
seem to open wide opportunities for 
low cost housing developments. 

We are for example currently open- 
ing a tract of 28 acres, subdivided into 
80 lots, on the outskirts of San Rafael. 
The average lot has a frontage of 
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Borrowers must be regularly employed local residents 


30 feet by a depth of 150 feet and the 
price on most lots has been fixed at 
$300. The area has electricity and 
city water available, but lacks a 
sewage disposal system, so septic tanks 
are included in the cost of house con- 
struction, which is held down, of 
course, to $2,500. Thus for an over- 
all cost of $2,800 a family can acquire 
a home of its own at less per month 
than it is probably paying in rent. 


OME bankers may argue that it 

would be better from both the stand- 
point of the borrower and that of the 
bank if we strove to get shorter than 
fifteen-year terms on these loans. For 
example, it may be pointed out that 
the saving in interest between a loan 
of $2,500 for fifteen years and one for 


20 


ten years is $418.50 and that, beyond 
this, if the shorter period is chosen 
when the loan is written, it is possible 
to rewrite it for a longer period if 
some unforeseen contingency should 
arise to require such action. There 
may be cases where this argument is 
valid, but generally I do not think it 
is, because shortening the loan to 
ten years as above runs the borrower’s 
monthly payment up by about $7, or 
lo,say,$32 a month. This immediately 
shuts out the very class of people we 
are trying to reach. These houses 
make their appeal to regularly em- 
ployed persons earning about $150 a 
month. On such an income, above 
$30 a month for housing is burden- 
some and we would rather cut this 
figure as much as possible so that the 
borrower will have a little surplus, 
which he can in turn use for the 
purchase of the household equipment 
he is likely to need as he moves into 
a home of his own. Also, it seems to 
me that if the payments on the loan 
are less than a monthly rental would 
be, the borrower is going to be doubly 
anxious to hang on to his property. 
But, regardless of the terms under 
which these loans are made, it is 
essential that the lending institution 
lay down and rigidly enforce minimum 
building standards. For this reason 
we have drawn up a set of specifica- 
lions against which we inspect con- 
struction as it progresses. We specify 
the type and quality of all materials 
that the builder is to use and see that 
these are conformed to by frequent 
inspections of the job. In fact we get 
out to the job every day or so and 
watch the progress of the work with 
the aid of an estimate and progress 
sheet which the builder keeps on the 
job and against which we release funds 
to him from the proceeds of the loan 
as the work progresses. We exercise 
great care to be sure that the bor- 
rower, the eventual owner of the 
house, is satisfied with what he is 
getting and we allow him to make such 
revisions in the plans as are practical, 
even after the work has been started. 


[XN this general connection, some of 

our borrowers are doing part of the 
building themselves. With many per- 
sons now working on a five-day week, 
it is possible for them to do this. For 
instance some of our people are doing 
their own painting, and under one of 
our house plans one room is left 
unfinished, so that the owner can 
finish it off to suit himself when he is 
able. This self-help on the part of 
horrower has two advantages. First, 
it saves on construction costs and 
hence gives the borrower more house 
for his money. Second, by putting 
his own labor into the house, he will 
be all the more anxious to retain his 
ownership. 
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Other than our care in seeing that 
the borrower gets the best possible 
house for his money, we are exceedingly 
careful in the selection of the bor- 
rower himself. Generally, we insist 
that a borrower under one of these 
loans must be an established resident of 
San Rafael. We also want him to be 
regularly employed. Of course, too, 
his credit record must be of the best. 
Altogether we are more rigid in our 
check in the case of these loans than 
we would be in the case of a personal 
loan. Our typical borrower usually 
turns out to be a young married man 
with a record of ten years regular 
employment and an earning capacity 
of from $125 to $150 a month. At the 
same time he will have a record of 
keeping his bills paid on a current 
basis. Every banker knows that such 
individuals are about the safest risk 
a bank can have and I think we are 
helping the community, among other 
things, by putting home ownership 
within their reach. 


This is especially true considering 
the kind of housing that these loans 
make available. Realty and hence 
rental values vary throughout the 
country, of course, but in Marin 
County a family could not possibly 
rent a house as adequate to its needs 
for the amount each month required to 
buy one of these houses. Consider, for 
example, the type of house which we 
are financing. Typically, it will have 
two bedrooms, approximately 9 by 12 
and 12 by 12 respectively, separated 
by a bath room and considerable closet 
space; a 20 by 12 living room, one end 
of which constitutes a breakfast nook; 
and a 12 by 8 kitchen. At oneend is an 
attached garage, which, if it is later 
needed, can be converted into a fifth 
room. In that case the lot is large 
enough for the construction of a 
detached garage. In the case of 
another plan, as I mentioned earlier, 
five rooms, one unfinished, make up 
the main body of the house. In all 

See LOW COST HOUSING—Page 36 




















Mortgage payments on such homes as these amount to $20.90 a month; 
taxes and insurance bring the total monthly outlay to approximately $25 
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CLARANCE STANLEY ... The fiftieth 
anniversary of The Union Trust Company of 
Pittsburgh also marks the twentieth year in 
banking of President Clarance Stanley. Some 
fourteen years ago Mr. Stanley joined the Union 
Trust’s bond department, and in 1935 he became 
acting chief executive following the death of 
President H. C. McEldowney. In 1937, at the 
age of thirty-nine, Mr. Stanley was elected 
president of this outstanding trust institution. 


H. LANE YOUNG ... For the past twenty 
years vice-president and executive manager of 
the Atlanta, Georgia, office of Citizens & Southern 
Bank, Mr. Young was recently elected president 
ofthe bank. Heisa past president of the Georgia 
Bankers Association. William Murphey, presi- 
dent of the bank since 1928, has been elected to 
the newly created position of vice-chairman of 
the board. 





CLARANCE STANLEY H. LANE YOUNG 


JOSEPH C. ROVENSKY ... An honor- 
ary LL.D. degree was recently conferred upon 
Joseph C. Rovensky, vice-president of the Chase 
National Bank, at exercises celebrating the 150th 
Anniversary of Washington and Jefferson Col- 
ege. Mr. Rovensky, a life trustee of the College, 
is in the foreign department of the Chase bank. 


GEORGE W. WEST... Mr. West, the 
new president of the United States Savings and 
Loan League, is president of the First Federal 
Savings and Loan Association of Atlanta, 
Georgia. Paul Endicott, Pomona, California, 
was moved up to the first vice-presidency, and 
Fermor S$. Cannon, Indianapolis, Indiana, was 
named second vice-president. H. F. Cellarius, 
Cincinnati, secretary-treasurer, was re-elected for 
the 44th consecutive year. The name of the 
association, formerly known as the United 
States Building and Loan League, was changed 
at the annual convention this fall. 





JOSEPH C. ROVENSKY GEORGE W. WEST 





HARRY E. SMALL ... Mr. Small was 
re-elected president of the Morris Plan Bankers 
Association at its annual meeting this fall. He 
is executive vice-president of the Morris Plan 
Bank of Cleveland. Charles H. Bryant, presi- 
dent of the Morris Plan Co., Des Moines, Ia., 
was elected first vice-president, and Howard E. 
Gladding, general manager of the Morris Plan 
Co. of Rhode Island, Providence, R. I., is the 
new second vice-president. 


JAMES F. TWOHY... Mr. Twohy has 
been appointed governor of the Federal Home 
Loan Bank System, the position formerly held by 
Comptroller of the Currency Preston Delano. 
Following an active business career on the West 
Coast, Mr. Twohy has held various responsible 
positions with the HOLC since 1934. He now 
heads a system comprising some 4,000 thrift 
and home-finaneing institutions. 








HARRY E. SMALL JAMES F. TWOHY 
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ANADIAN banks have settled 
C down to operating under war- 

time conditions and wartime 
legislation, and banking routine has 
been adjusted accordingly. The hectic 
days following September 16, when 
the major wartime bank legislation, 
the Foreign Exchange Control Board 
(FECB) came into force, have sub- 
sided. Banks are becoming accustomed 
to handling foreign exchange trans- 
actions on fixed FECB rates, to doing 
more clerical work on most foreign 
exchange transactions, and to smaller 
profits in the foreign exchange depart- 
ments. 

Immediately following the enact- 
ment of the FECB, banks were be- 
sieged by customers wanting to know 
how the legislation affected them. In 
many cases bankers were as much al 
sea as the customers. Main offices in 
the larger cities set up special infor- 
mation desks in their foreign exchange 
departments, some of which are still 
in use. Head offices were swamped 
with inquiries from branches as well 
as customers) The FECB at Ottawa 
was similarly deluged to the propor- 
tions of several thousand inquiries a 
day. 

This situation has diminished to a 
large extent. Now bankers know 
what to do with most forms, and their 
customers, especially the importers 
and exporters, know how to fill in the 
numerous forms. But new problems 
come up almost every day, many of 
which can only be settled by the 
FECB at Ottawa. As a result there is 
a constant stream of new regulations 
from Ottawa arriving at bank head 
offices, all of which must be inter- 
preted by the management for the 
various branches and their customers. 

Each bank has set up a system of 
interpretation to fit its own needs. 
Some banks send out instructions 
from the FECB in mimeographed 
verbatim to all branches. Others 
pass on only essential details to smaller 
branches by special circulars. Some 
FECB instructions have to be in- 
terpreted to fit the bookkeeping sys- 
tems of the banks, others have to be 
explained in the form of instructions 
to branch managers and accountants. 
Each bank now has a growing mass of 
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FOREIGN EXCHANGE 
ConTROL 77 Canada 


By 
JAMES MONTAGNES 


Of vital interest to bankers everywhere are the new 


foreign exchange regulations enacted in Canada asa 


part of wartime legislation. 


This article presents 


an on-the-scene picture of how Canadian banks have 


adjusted their routines to 


these instructions and attempts are 
being made to codify them for ease in 
application. It is understood that the 
FECB at Ottawa is working on codified 
booklets for the aid of non-residents, 
for importers and exporters, and all 
who may be interested in foreign 
exchange transactions of some kind 
or another. 


comply with FECB rulings 


The FECB has made for increased 
staffs and much night work at most 
large branches and at head offices. 
There has been a call for men who 
could spend time explaining operations 
of the act to customers, whether 
private individuals or large corpora- 
tions. Many stenographers have been 
added to take care of the typing of 





Handling requests for foreign exchange forms and information at the 
Toronto Branch of the Canadian Bank of Commerce 
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Larger bank branches have set up special information desks in their foreign exchange departments 


FECB forms. Juniors have been 
engaged or shifted from other depart- 
ments to go through the piles of forms 
and find the right previously-filled-in 
forms to go with new forms required 
in the import and export trade. One 
large branch bank has taken on six 
additional staff members in the foreign 
exchange department only, while head 


office staffs have been augmented by 
as Many as a dozen new hands in the 
foreign departments. 

Each day the various branches must 
send in a report to the head office at 
Toronto or Montreal, of all foreign 
exchange transactions, with the appro- 
priate duplicate forms of each trans- 
action. The original copy goes to the 





This head office of the Imperial Bank of Canada receives copies of 
filled-in foreign exchange forms from 193 branches 


customer. A triplicate goes to the 
FECB at Ottawa and a fourth copy is 
retained by the bank. Each copy has 
to be individually signed by banker 
and customer. At the head offices the 
daily reports from the various branches 
are compiled into a daily report for 
the entire bank, and this is sent daily 
to Ottawa. All this clerical work has 
added greatly to the cost of operating 
the foreign exchange departments. 

On large transactions branches must 
receive specific permission before grant- 
ing a customer foreign exchange. This 
is done by telegram through the 
bank’s head office. In many banks 
this system was in operation before 
the FECB came into being, and in 
some banks the minimum set by the 
head office was lower than that set by 
the FECB. 

Complicated cases have developed 
in the case of companies operating 
as subsidiaries or parent organizations 
of companies in foreign countries, 
principally the United States, Great 
Britain, Central and South America. 
Some of these companies have now 
been permitted to continue operation 
of their own foreign exchange and 
inter-company accounts, but must 
make monthly returns to the FECB. 
Special cases arose in the securities 
and grain business. Some Canadians 
who winter in California, Florida or 
the British West Indies, have found 
some delay in obtaining the necessary 
funds that they are accustomed to, 
special permission having to be ob- 
tained from the FECB where more 
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than the maximum $1,000 a month has done with representatives of FECB. The FECB has the sole 
for traveling expenses was involved. industry. power to change the exchange quota- 
Daily specific cases still crop up which Banks are operating foreign ex- tions, but since September 16 to the 
require a FECB interpretation. Foreign change transactions on a margin of beginning of November, when this 
department head office executives go one-eighth of 1 per cent, the FECB was written, the rate has been 10 per 
frequently to Ottawa in quest of — settling with each bank’s total foreign cent premium in buying United States 
information for customers. And in exchange business monthly. Oncoun- funds, 11 per cent premium in selling, 
turn the FECB calls in these execu- ter currency transactions the banks’ while sterling has been quoted Cana- 
tives from time to time to consult on make the entire difference in rate dian $4.43 for buying and $4.47 for 
certain problems, just as the FECB between buying and selling set by the See FOREIGN EXCHANGE—Page 40 


Five forms required for foreign exchange transactions, and one of five used for export and import trade 
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DECISIONS... 


How time extensions may release note endorser .. . Effect of bankruptcy on 


joint account... Safeguarding right of set-off by legal action. . . Status 


of consolidated bank as holder in due course of notes held by old banks 


Endorser Released 


Banks allowing makers of notes 
additional time for the payment of 
their obligations may find that they 
have unwittingly released the en- 
dorsers on such notes of all liability, 
as is pointed out in a recent Virginia 
decision. This does not apply, ordi- 
narily, to indulging the maker, in- 
formally, by allowing him additional 
lime to pay, but only to a binding 
legal agreement extending the time. 
Such an agreement would have the 
legal effect of extending the maturity 
date of the note. The Virginia court 
explains it thus: 

“By the common law and the 
Negotiable Instruments Law, an en- 
dorser of a negotiable note is dis- 
charged ‘by any agreement binding 
upon the holder to extend the time of 
payment or to postpone the holder’s 
right to enforce the instrument unless 
made with the assent of the party 
secondarily liable, or unless the right 
of recourse against such party is 
expressly reserved.’ 

_ “The agreement to extend may be 
implied or expressed. It may be oral 
or in writing, but it must be a binding 
contract supported by a valuable con- 
sideration and for an extension for a 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


definite period. The burden of proving 
the agreement rests upon the endorser 
or other person seeking to be dis- 
charged.” (Cawley vs. Haines, 4 
Southeastern Reporter, Second Series, 
376.) 


A e 


Joint Account With Bankrupt 


Two brothers had a joint account 
with a savings bank, payable to either 
or the survivor. One of the brothers 
went into bankruptcy and the trustee 
in bankruptcy sued the bank to recover 
the balance on deposit. 

It was shown that the account was 
opened as a joint account so that the 
bankrupt brother might be able to 
draw on the account in any emergency 
need of their parents in the absence of 
the other brother. Such emergency 
never arose. The bankrupt did not 
deposit any money in the account nor 


did he make any withdrawals. All 
deposits and withdrawals were made 
by the other brother. 

Discussing the ownership of the 
account in these circumstances the 
Federal Court said: 

“The creation of this joint account 
while creating a presumption of joint 
ownership, did not establish that as a 
fact. The presumption was a dis- 
putable one and on the evidence it 
clearly appears that there was no inten- 
tion on the part of the non-bankrupt 
brother to give the bankrupt any por- 
tion of the money placed in the account, 
as the agreement between the parties 
themselves would be controlling.” 

If the bank had permitted the bank- 
rupt brother to make withdrawals, 
would the bank be protected against 
the trustee in bankruptcy with respect 
to the money thus withdrawn? Answer- 
ing this question, the court continued: 

“The bank not being a party to the 
agreement as to the ownership of the 
funds, would not be bound thereby, 
but would be protected as to any pay- 
ments which it might have made to 
either of the depositors named in the 
joint account.” 

Discussing the true ownership of 

See COURT DECISIONS—Page 42 





Mr. Spearhawk bent closer and 
detected an ancient tombstone 


B ENTLEMEN, somebody has 
t; got to catch our bull. . . com- 
plaints are coming in,” an- 
nounced President Perkins as_ the 
directors of the Ferndale National 
settled in their chairs for a meeting 
late in November. 

“Bull! Have we a bull?” Director 
McTavish looked wonderingly around 
the table. 

“He’s the remnant of the old Ed 
Winter’s herd we had to take over on 
a mortgage. The bull is in our pasture 
in Panther Hollow. I’ve had five 
different fellows try to catch him, and 
they can’t.” 

“Let him go,” 
Spearhawk. “A 
anything.” 

““Mr. Spearhawk,” admonished Presi- 
dent Perkins, ‘“‘as a calf this bull, 
Samson, the 2nd, took the blue ribbon 
at the Snider Valley Fair. He’s pedi- 
greed, probably worth $500.” 

‘“‘Landsakes! I had no idea we had 
any one single asset worth that much. 
Why can’t they catch him?” 

**He runs too fast and has a flair for 
hooking when cornered.” 

Mr. Spearhawk put his fingers to- 
gether and leaned back. ‘“Can’t we 
get Montana Hornwing to lasso Sam- 
son? Montana was raised out there 
on the range.” 

*‘No,”” answered President Perkins, 
“Montana has tried and given up. 
So, gentlemen, I am convinced it is my 
duty to appoint a bull committee. I 


Director 
won't fetch 


snorted 
bull 


will name Messrs. Spearhawk. Mce- 
Tavish and Clutchbill. I would add 
your name also, Mr. Dighny,” ex- 
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LD rrRECTOR 
(CLUTCHBILL 


Lakes a bull 
by the Horns 


By 








FRED COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


A bull committee is named to catch Samson, the 2nd, 


a roving and formidable asset owned by the bank. To 


state that Samson gives the committee a merry chase 


would be putting it very mildly indeed... for truly 


Director Clutchbill meets a foe worthy of his steel 


plained Mr. Perkins, nodding to the 
bank’s quietest director, “only you 
are the father of six children, and you 
may be wanted.” 

“You mean during or after the bull 
hunt?” inquired Mr. Spearhawk with 
sudden suspicion. 

“After,” admitted Mr. Perkins in a 
queer voice. 

“TI resign from the committee,” 
announced Mr. Spearhawk, hopping 
up on his thin legs. 


“T TCK!”’ Director McTavish raised 

a heavy hand. ‘“‘Mr. Spearhawk, 
we must hang together. If allowed to 
run wild our bull may involve us in 
damages.” 

“ll undertake to run him down,” 
offered Director Clutchbill, “if Spear- 
hawk and McTavish will help me 
anchor him.” 

“Anchor him! Me anchor him 
Mr. Spearhawk stood up and turned 
his 123 pounds edgeways. ‘‘What kind 
of an anchor do you think I’d make?” 


yp? 


*“My plan doesn’t require strength. 
You are just the man, Mr. Spearhawk.” 

Mr. Spearhawk sat down and swal- 
lowed twice. 

“If we can get him down,” explained 
Mr. Clutchbill, ““Mr. McTavish, who 
weighs 200, I judge, can sit on his 


head. I’ve often seen mules held down 
that way when they were clipped.” | 
“Tcehk! Did you say sit on his 


head?” Mr. McTavish sharpened his 
eye on Mr. Clutchbill. ‘Has this bull 
got horns?” 

‘Has he?” Mr. Clutchbill looked 
at President Perkins. 

“T can’t say. I hope not, really,” 
breathed President Perkins. 

“When is this thing coming to a 
boil?” asked Mr. Spearhawk weakly. 

“We'd better do it tomorrow morn- 
ing,” advised Mr. Clutchbill. “It'll 
be too slippery after snow comes. We 
may as well meet here at the bank at 
8 o’clock. Mr. McTavish I wish you 
would fetch that old open car you 
use to go bird hunting in. And Mr. 
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Spearhawk, if you will bring 200 feet 
of new one-inch rope.” 

“With pleasure,” said Mr. Spear- 
hawk, standing up, “and also I will 
fetch one pair of wings and one sky- 
hook.” 

No one could have asked for a 
better day for a bull hunt than the 
one the committee faced the next 
morning. It was perhaps a belated 
Indian summer day. A _pale-blue, 
sun-lit haze hung in the valley. Yet 
the air was fresh enough for brisk 
running and keen scent. Mr. Mce- 
Tavish’s hunting car was a_high- 
posted Ford of an early date, perfect 
for clearing low stumps and _ the 
common vegetation of the hunting 
field. The top canopy had been re- 
moved opening the two seats to the 
entire panorama of nature. 


\ R. McTavish, a powerful man with 
*"~* hairy hands, steered the car artfully 
around the bends of the narrow dirt 
road which led up into Panther 
Hollow where Samson, the 2nd, was 
pastured. Mr. Clutchbill sat stiffly 
beside Mr. McTavish in the voiceless 
pose of a man just before battle. 
Mr. Spearhawk, with a coil of new rope 
at his feet, swayed and righted himself 
constantly in the rear seat. 

Upon arriving at the pasture bars 
Mr. Spearhawk scrambled out and 
let down the rails allowing Mr. Me- 


Tavish to drive hurriedly through. 
It was then while putting back the 
rails Mr. Spearhawk’s eye caught 
something in a thicket beside the 
fence. He bent closer and detected 
an ancient tombstone, the lettering 
still legible. 


“Sacred To The Memory 
of the 
Hon. Zadock Webster, Esq. 
Born A. D. 1760 
An able advocate to his last for 
Democracy 
Left this world and 146 persons of 
lineal posterity Nov. 30, 1839 
Aged 79 yrs. 8 months 14 days 
Stature about six feet — weight 200 
Gored by a bull.” 


“What’s holding you up, Spear- 
hawk?” Mr. Clutchbill turned around 
impatiently in the car. 

“What day is this?” asked Mr. 
Spearhawk in a queer voice. 

‘““Confound it! The 30th of Novem- 
ber. Why?” 

“Then it’s an omen! Just 100 years 
ago today a man was gored to death 
by a bull on this farm.” 

“Landsakes! Don’t be morbid. 
Let’s get to going. I told Herm 
Doolittle, the cattle merchant, we’d 
have the bull caught before 10 
o'clock. He’s bringing up a bull 
fancier from down country.” 


Mr. Spearhawk crept sadly into 


Mr. Clutchbill’s coat-tail fluttered wildly over the windshield of the backward rushing car. 
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the car. “I don’t like the way this 
hunt starts,” he muttered. 

**The bull appears nowhere in sight,” 
observed Mr. Clutchbill. ‘“‘We’ll have 
to drive around in the pasture until we 
flush him, then I will see how wild 
he is. He may be very tame after all.” 

“There seems to be a sort of faint 
road running out into the pasture,” 
nodded Mr. McTavish. “I'll just 
cruise along it till we apprehend the 
quarry.” 

The situation of the pasture was 
not uncommon to the uplands about 
Ferndale. It was a long narrow 
pasture divided into two sections by 
outcropping stone which formed a 
perpendicular ledge lengthways of the 
ancient farm. The upper terrace had 
grown up in spots to clumps of spruce. 
The lower level was clear and fairly 
smooth. The wood road after cross- 
ing the lower level wound in a goose- 
neck to the upper terrace through a 
fault in the ledge. 

With craning necks and searching 
eyes the inmates of the car jolted 
along nearer and nearer the turn 
which swept up to the higher level. 
And then, suddenly, all eyes leaped 
to one spot and three mouths spoke 
in unison. 

‘There he is! !’ 

Samson, the 2nd, had popped into 
view from behind a shoulder of the 

See DIRECTOR CLUTCHBILL—Page 37 


He looked wildly around 
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The BOOKLET COUNTER 








Booklets listed below are offered without charge or obligation to bank officers 
and other executives, through the co-operation of nationally-known institu- 


tions. 


Address your requests, on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


THE INVESTMENT MERITS OF 
AMERICAN MUNICIPAL BONDS... In 
this 74-page pamphlet a well-known invest- 
ment house covers various considerations 
pertaining to municipal bonds with unusual 
completeness and detail. Should be of value 
as a compact review and reference for financial 
institutions, and as a guide for individual 
investors. 


PLANNING YOUR LETTERHEAD ... 
An attractive portfolio containing specimens 
of actual bank letterheads and a helpful 
pamphlet pointing out things to consider in 
planning, designing and printing distinctive 
letterheads and envelopes, including some eye- 
opening cost statistics. Business executives 
will also be sent letterhead specimens appli- 
cable to their particular fields. 


LOAN OFFICERS’ QUESTIONNAIRE ON 
FIELD WAREHOUSING ... Utilizing the 
question and answer method, the president 
of a leading field warehousing company out- 
lines the pitfalls to be avoided, as well as the 
advantages to be derived, by banks in making 
loans backed by field warehouse receipts 
12 pages. 


NEW ENGLAND TRENDS ... This 38- 
page monograph compiled by a Boston bank 
contains a wealth of interesting information 
on 24 primary factors in the economic and 
social life of New England, each supplemented 
by a graph showing the trend over recent 
years. A useful guide in gauging the market 
and financial possibilities of this section. 


NEWS FOR THE PUBLIC—IDEAS FOR 
BUSINESS .. . This is the title of a brochure 
which, by means of photographs and text, 
depicts a post office service department 
development of considerable interest to banks 
and business firms. It illustrates a method 
for saving time, money and postage. 


Booklets Still Available 


WHAT DOES THE HUMAN VOICE 
LOOK LIKE? .. . Sound waves are repro- 
duced in this unusual booklet to show how 
easily the spoken word can be misunderstood, 
thereby changing completely the meaning of 
a sentence. The purpose of the booklet is to 
reveal how costly errors resulting from oral 
communications can be avoided, through 
equipment which transmits written messages. 


BUSINESS FORMS .. . Here’s a fine op- 
portunity to check your own forms against 
the many excellent suggestions for improving 
form design incorporated in this 8-page folder. 
Illustrated are numerous sample forms which 
embody these recommendations, and a chart 


| of 25 questions to facilitate a check-up of the 








bank’s present records. 


MINIMIZING TAXES ... Sample of a 
quarterly letter on taxation of income and 
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DETROIT, MICHIGAN 


estates, which presents in non-technical 
language tax changes and important court 
decisions that may affect the will, trusts or 
life insurance of the individual. This service 
is offered to one bank or trust company in a 
city, for exclusive distribution. 


MORTGAGE LOAN ADVERTISING ... 
This booklet reproduces 25 newspaper ad- 
vertisements which were most effective in 
promoting mortgage loan business for The 
Dime Savings Bank of Brooklyn, N. Y. 
Especially noteworthy is the clarity with 
which the amortized plan, as contrasted with 
the old-style mortgage, is described. 


INSURANCE PREMIUM FINANCING 
BY BANKS . . Description of a plan 
for financing insurance premiums through in- 
stallment loans, which has been adopted by 
many banks. All fire and casualty companies 
have approved this arrangement whereby 
banks are enabled to extend credit at favor- 
able interest rates with virtually no risk. 


INCREASING PROFITS FROM PER- 
SONAL LOANS... A 12-page booklet by 
the pioneer and largest underwriter of per- 
sonal loan insurance, summarizing 22 years 
of experience in this field. It describes a 
method and approach now being used success- 
fully to get and keep personal loan customers, 
and includes an explanation of how to obtain 
the best results from protecting loans with 
insurance on borrowers’ lives. 


LIGHTING FOR SEEING IN THE 
OFFICE ...A very complete 35-page book- 
let on a subject that has a direct bearing on 
operating efficiency, particularly in banks. 
Includes a chart of recommended illumination 
standards for various office tasks, discusses 
types of direct and indirect lighting equip- 
ment, and gives practical instructions for 
improving existing lighting systems. 


AN INTRODUCTION TO THE BUSI- 
NESS OF MANAGEMENT ... A series of 
24 editorials by Joseph M. Dodge, president 
of The Detroit Bank, in which he outlines 
his thoughts on the personal qualities, train- 
ing, etc., which go to make up a successful 
executive. His clear-cut ideas on the subject 
should be extremely helpful. 


LIGHT THE WAY TO EFFICIENT 
OPERATIONS... This 14-page booklet 
contains photographs of attractive and digni- 
fied illuminated glass signs used by financial 
institutions to make it easier for customers to 
do business with them. It pictures their use 
in attracting attention to bank windows and 
in guiding the public to proper departments. 
It also illustrates changeable glass signs used 
by hundreds of banks for the cultivation of 
new business. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS ... An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 
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DIRECT TO THE CUSTOMER 





Pressing ONE key on the BRANDT 
AUTOMATIC CASHIER delivers the re- 


quired amount—and it’s always correct 














Think what this means in speeding up service to waiting cus- 
tomers, especially during rush hours when the line is long. 


Model 200 delivers 
coins into a cup from 
which they are picked 
up by the customer. 


Eliminate entirely the handling of coins—eliminate mental 
calculations and their possibilities of errors—eliminate pressing 
two keys to make coin payments. Press key 48 on the BRANDT 
AUTOMATIC CASHIER— it delivers 48¢ directly to the 
customer. 


There are other 
models with trap 
door delivery for 
bankers who prefer to 
pass coins by hand to 
customers. 


BRANDT AUTOMATIC CASHIERS are built with such fine 
precision that overpayments cannot be made. And, the exclusive 
BRANDT feature of an automatic coin lock absolutely prevents 
underpayments. In other words, BRANDTS are errorproof. 


Such speed, accuracy and dependability in coin payments can be 
yours. To pave the way for placing this remarkable equipment 
at work in your bank, fill in and mail the coupon below. Try 
the BRANDT for thirty days—no obligation of course—and if 
you decide not to purchase, the machine will be removed as 
cheerfully as placed. 


BRANDT AUTOMATIC CASHIER CO. 


Manufacturers of Coin Handling Devices 
Since 1890 


WATERTOWN oe os ee WISCONSIN 


BRANDT AUTOMATIC CASHIER CO., 
Dept. B 12, WATERTOWN, WIS. 
[] Please send us complete information about 
your free trial offer of a Brandt Automatic 
Cashier. 


We are also interested in Brandt 





Automatic Cashiers (poying and changing) 
(] Coin Counters and Packagers {] Coin Storage Trays 


Coin Counters and Packagers * Coin {_] Coin Sorters and Counters (_] Coin Wrappers and Bill Straps 


Sorters and Counters * Coin Storage 


Trays * Coin Wrappers and Bill Straps 


geen Mame:.........................:.....- 


Send Attention... 
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SE ATTRACTIVE 
CASES MAKE FINE 
CHRISTMAS GIFTS .. . 


Globe-Wernicke sectional and solid end 
bookcases combine beauty, utility and econ- 
omy...g examples of fine wood crafts- 
manship. They are made in a variety of 
styles, sizes and finishes . . . permit room re- 
arrangement at your pleasure...a wonder- 
ful Christmas gift. Sold by furniture, office 
equipment and department stores. 

























Right: Universal 
style sectional book- 
case. Several other 
styles are also avail- 
able. 
. 

Below: Ardmore 
style solid end book- 
case... shelves ad- 
justable every half 
inch . made in 
various sizes ... 
popular prices. 








FREE ... Ask our 
dealer for 32-page 
booklet, “The 
World's Best Books’’ 


or write direct to us. 


Globe-Wernicke 


Olalie 








(Ollareriatar-he 














HOW LONG SHOULD 
BUSINESS RECORDS 
BE KEPT? 


How can you store records econom- 
ically, safely, and keep them 
readily available ? 


NEW-FREE 
BOOKLETS 
HELP ANSWER THESE QUESTIONS 


SE anv of Record- 
Storage Practice” tabulates 
results of nation-wide sur- 
vey on accepted storage 
periods for 71 types of 
\ records: Outlines index- 
\ ing and reference meth- 
> ods followed by lead- 
ing business firms. 














Le 
















GE odernizea Recerd 
Storage" Illustrates and 
describes the most eco- 
nomical and efficient 
equipment for storing 
and filing various 
kinds of business 
records. 


SENT FREE! A request on your letterhead 


* will bring these booklets to 
your desk without cost or obligation. Address: 


BANKERS BOX CO. 


$36 So Clark St (Established 1918 Chicego, lilinois 
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COUNTRY BANK AUDITING 


(CONTINUED FROM PAGE 11) 
cashier who personally files them. A 
subsidiary ledger on securities is kept 
by an assistant bookkeeper, who in 
his regular work is a proof clerk and 
who touches a ledger only at this 
point. Thus we have the work spread 
among so many different officers and 
employees that if anybody makes an 
error, someone else is certain to catch 
it in time for prompt correction. For 
good measure, the auditor makes sur- 
prise audits to verify the actual securi- 
ties and safekeeping receipts. He 
does this at least four times a year but 
at no regular intervals, and includes 
the results in his quarterly reports 
direct to the board of directors. 

If this explanation of some of our 


_ audit principles and methods gives 
| the impression that the work is cum- 











| 


| 


bersome, the fault lies with the descrip- 
tion, not with the systems. As any 


+ 


banker knows who has tried to set 
down on paper the successive steps in 
any routine, it requires more words to 
describe the method on paper than it 
takes seconds to lay the requisite forms 
before an intelligent clerk and show 
him how to use them. The methods 
thus far described are simple, effective, 
and inexpensive. Except where the 
auditor takes a hand in the proceed- 
ings, it is fair to say that no cost is 
involved above the normal expense of 
performing operations which are essen- 
tial to running the bank, audit or no 
audit. And this, it seems to us, is a 
reasonable measurement of whether 
an audit system is practicable for use 
by a country bank. 

(In the January issue, Mr. Cooper 
will continue his listing of the low-cost 
audit and control principles employed 
by his bank, with actual examples from 
the operating and auditing routine.) 
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AUTOMOBILE FINANCING 


(CONTINUED FROM PAGE 14) 


dealer wants to know,“Can you and 
will you give me service?” 

So we undertake to prove to the de- 
sirable dealer that we are indeed set 
up to give him all the service he could 
reasonably ask for, and more. Our new 
business solicitors go out equipped 
with what it takes to show him that 
we know what we are doing, and do it. 
Now that we have been at it for a 
while, we invite him to talk with some 
of our customers who enjoy as good 
service, we honestly believe, as has 


| ever been given in automobile financ- 
ing. 


And we urge him to give our 
service a sampling tryout, if he wishes, 
so that he can learn by actual use how 


| rapidly he will get a decision, how 


cheerful and friendly are our people on 
the telephone (a city bank rarely sees 
a dealer in its offices; all the business is 


| handled by wire) and how helpful we 
| can be in showing him how to make a 
| borderline deal acceptable. 


Something else that a dealer wants 
to be sure of is that by giving a new 


| institution some or all of his install- 
| ment paper he is not assuming con- 





tingent liability with a green organiza- 
tion that might repossess half the cars 
he sells, and thus rock him back on his 
heels. It is essential to convince him 
that we know our stuff, that his pur- 
chasers will be well and considerately 
cared for. Also, that our systems 
are adequate to keep track of collec- 
tions, that our collection force has 
adequate experience; he does not want 
to be left liable on an uncompleted 


deal which might have been carried 
through successfully if only the bank 
had followed through conscientiously 
on the collection effort. 

Still another point. The dealer must 
be assured of the replacement business 
and repair business resulting from fire, 
theft, and collision losses to customers 
who are still making monthly pay- 
ments. And unless the bank has a 
very definite understanding with the 
insurance people who handle its cov- 
erage and adjustments, the bank can- 
not give the dealer this assurance and 
make it stick. 

In a preceding article we pointed 
out that in addition to giving a 
complete and attractive, balanced re- 
tail plan such as is here outlined, an 
institution has several musts in the 
way of wholesale credit. The lender 
who expects to get the good dealer’s 
installment paper must also be pre- 
pared to give him wholesale credit of 
the various types he requires because 
of his seasonal needs, and also because 
he is usually under-financed. He needs 
help with his floor stock of used cars, 
and sometimes with his used-car lot 
inventory. How to set up these credits 
depends both on the local laws and on 
the banker’s lending experience. You 
have to know how much to advance to 
a dealer on his cars, and when to give 
ittohim. And let me repeat the advice 
advanced in the first of these articles: 
If the bank does not have the experi- 
ence in its own organization, it will do 
far better to go out and hire a compe- 
tent automobile credit man than to try 
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A few steps in the wrong direction, 
and a trusted bank man can get so 
hopelessly mired in dishonesty that 
the bank he betrays may become 
seriously involved, too. 


But the institution that has an 
F«&D Bankers Blanket Bond always 
stands on firm ground. Time and all 
kinds of tests have proved that. 


For competent advice concerning 
your insurance problems, we sug- 
gest that you consult the Fé D's local 
representative, who, like yourself, is 
a specialist in his particular field. 


FIDELITY ana DEPOSIT 


COMPANY OF MARYLAND. BALTIMORE 


-IDELITY, SURETY AND | BURGLARY, ROBBERY, FORGERY 
BANKERS BLANKET BONDS AND GLASS INSURANCE 
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' muddling through. An experienced 


man will cost the bank a great deal less 
than the losses on collections and the 
losses of volume almost certain to re- 
sult if the institution tries to take on 
this highly specialized credit activity 
without the right human equipment. 
The task of making periodic inventory 
checks to see that the cars in the 
dealer’s possession are actually those 
covered by the lien instruments, and 
of watching that under pressure of 
speed or of money needs the dealer 
does not cut a few corners at the bank’s 
expense, requires someone who knows 
all the tricks. Incidentally, it con- 
sumes a lot of expensive time. 


HERE a dealer’s credit is good 
enough, we prefer to supplant the 
credit secured by his wholesale inven- 
tory with an unsecured loan. This gets 
rid of all the rigamarole of checking 
floor stocks and altering lien instru- 


_ ments as existing stocks are sold and 


newly acquired cars are substituted for 
them, and rather puts the dealer on his 


| mettle to take care of the obligation 


instead of giving him at least a mild 
incentive to let the bank do the worry- 


ing. 


Capital loans are rarely warranted. 
But just occasionally one is justified. 
The security obtainable for such a 


| loan, if any, is usually of an unattrac- 


tive type, consisting of specialized 
equipment and buildings which would 
be exceedingly difficult to sell if they 
had to be taken over. The usual cir- 


| cumstance under which such a loan is 


advisable is that a competent young 
fellow has been on his own so short a 
while that he has not been able to ac- 
cumulate the capital required to keep 
up with his demonstrated ability in 
marketing cars. Then, if he needs 
some new equipment or has to extend 


| his building a few feet to handle his 
| growing business, the lending institu- 
| lion may find it worthwhile to extend 


a term loan to be amortized over two 
or three years. One way of working off 


| such a loan is by holding the dealer 


reserves accruing to the dealer’s ac- 
count, either as security or as amortiz- 
ing payments. The best that can be 
said of this type of loan, however, is 
that obviously the bank would not 
make it if it were not getting the 
dealer’s retail business. 

So much for the musts. Obviously, 
it is never sufficient merely to do what 
has to be done. In a competitive busi- 
ness, this leaves the door wide open for 
an aggressive competitor to drive in 
and take the customer for a ride. We 
are working on a policy of giving a lot 
of plus values, of extending our serv- 
ices so that the dealer finds ever more 
advantages in dealing with us. 

It seems to us that if an institution 


| is doing its business via the dealer, it 


| can and should throw its prestige and 
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influence into building more public 
confidence in the dealers who deserve 
it. People seem to think that an auto- 
mobile dealer, however nice a fellow he 
may be basically, is forced by the 
exigencies of his occupation to sharp- 
shoot the customer at every chance. 
Actually, of course, while the retail 
automobile trade has its share of too- 
smart individuals, it also has its share 
of meticulously scrupulous men of 
high principle. 

So we keep hammering away at the 
job of helping build up the good dealer 
in Other people’s eyes. We do it 
among the bank’s own staff, first. Also 
we do it with our advertising to the 
public. And we never miss an oppor- 
tunity, when a car buyer comes in 
sputtering that Dealer Jones is a 
chiseler because he wouldn’t put on a 
new rear end for the one the customer 
broke off on a fireplug, to do our best 
to straighten out his thinking and em- 
phasize that not only is Dealer Jones a 
valued and well-regarded customer of 
our institution but also a good many of 
our own Officers and employees have 
bought cars from him and they have 
had most satisfactory dealings with 
him. If the bank is enjoying the benefit 
of acquiring desirable use for its loan- 
able funds through the activities of the 
automobile dealers, it owes it to the 
dealer—and to the good of the com- 
munity at large—to help build up 
good will for the dealers who deserve it 
on their records. Likewise, it is highly 
appreciated by the dealers and helps to 
build among them a militant good will 
toward the institution thus crusading 
for them. 


UR automobile finance business has 

a typical medallion design which we 
use in our head office and branches, in 
our advertising, and elsewhere. We let 
approved dealers use it to signify to 
the public that they offer the bank’s 
automobile purchase plan. We strictly 
confine the use of our name and medal- 
lion to trustworthy dealers, and have 
been pretty peremptory with some 
dealers who undertook to use our name 
when they did not enjoy our confi- 
dence. We are, of course, working to- 
ward a situation where, in the three 
counties where we have branches, it 
will be recognized that a dealer who 
displays a Cleveland Trust medallion 
on his window or in his establishment 
can be trusted for square dealing and 
honest value. And we don’t intend to 
compromise. 

Another plus value for the dealer 
comes in the development of additional 
plans to help him make money. We 
are doing a good many of these things, 
and hope our ingenuity holds out so 
that we can keep devising them. For 
example, what we call our Budget 
Plan gives the dealer something he 
has long needed —even though it may 


WE ASKED DEPOSITORS: 
“With which one brand-name of 
check- paper are you most familiar?” 
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HERE ARE THE FACTS. Through an_inde- 
pendent organization we asked hundreds 
of bank depositors: “With which one 
brand-name of check-paper are you most 
familiar?” With answers still coming in, 
Hammermill Safety leads by more than 
6 to | over the second ranking brand .. . 
has polled almost twice as many votes as 
all other brands combined! 

THESE FIGURES point a valuable lesson in 
public relations. Your customers know 
the Hammermill name. They use Hammer- 
mill papers in their business. They respect 
Hammermill quality. And they respect 
your judgment when you supply them 
checks on Hammermill Safety. That is the 
“plus” which only Hammermill Safety 
can give you—the opportunity to win for 
your bank the prestige and good will of 
the best known name in paper. 

IN USE, Hammermill Safety lives up to its 
reputation. Its distinetive design gives 






LOOK FOR THIS 
SURFACE MARK 


MADE BY THE MAKERS OF HAMMERMILL BOND 
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your checks an air of authority. it’s easy 
to write on . . . easy to handle. It’s sturdy 
paper... folds without splitting, does not 
cut through on checkwriting machines. 
And it reveals immediately chemical or 
mechanical alteration. 

HAMMERMILL SAFETY is low in cost and 
promptly available in colors, sizes and 
backgrounds for every check requirement. 
Compare it with your present check-paper. 
Send for the sample book of Hammermill 
Safety and a portfolio of specimen checks. 
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@ Most banks do want speed! Exactly the kind 
of speed the Marine Trust Company’s night 
transit service gives you. 

This fast service enables your bank to save up to 
24 hours in presenting cash items throughout 
New York State. With very few exceptions, items 
reaching us prior to 12:30 A.M. will be presented 
the next business day in 58 New York State cities 
and towns. 

Such speed is possible because of the Marine 
Trust Company’s many correspondent banks 
throughout the state, and its strategic location 
in the world’s greatest market. Send for a copy 
of our latest Night Transit Schedule. 


MARINE TRUST COMPANY 
OF BUFFALO 


A Marine Midland Bank 


FEDERAL DEPOSIT 


INSURANCE 
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not bring the bank any profit. The 
big problem of the dealer’s repair and 
accessories department is how to get 
the business of the many folks who 
simply haven’t enough money at a 
time to have needed repair work done, 
or to buy the new tires they require. 
So he has steadily lost this business to 
the big service stations which have let 
the customer put this business “‘on the 
cuff” or on monthly installments. Now 
the bank lets an authorized dealer 
finance this sort of thing with us, just 
as if it were a new car purchase. Obvi- 
ously, we cannot make any money on 
a $60 transaction which requires the 
same investigation and mechanical 
handling as a new-car deal, and then 
must be handled a dozen times on $5 
monthly payments. But because we 
offer this service, the dealer has an- 
other reason to like the bank, and 
another reason why he should give us 
his new-car paper. A service depart- 
ment or accessories department cash 
sale for $60 or $75 is mighty desirable 
plus business for the dealer, and he 
cherishes anybody who makes it pos- 
sible for him to get more of it. Ilis 
customers are kept happier because he 
can give them the service they need 
when they need it. And since a large 
proportion of them are already on his 
and our books for monthly payments 
on the same car. we both enjoy having 
the car kept in better shape so that it 
is better security. Moreover, the high- 
ways would be safer if more impecuni- 
ous car owners could finance the re- 
pairs they need. 


LSO we offer our so-called Bankers 
“Plan. One of the problem customers 
of any dealer is the fellow who hasn’t 
enough cash to pay for his car, but who 
has a big enough income to pay off the 
obligation in anywhere from one month 
to three months. This customer wants 
to give a 30-, 60-, or 90-day note, and 
flatly objects to paying the charge 
which the finance company or bank 
must make to set into motion the en- 
tire cycle of investigation and record- 
ing that a deal involves. He wants to 
pay no more than six per cent, or even 
four per cent simple interest. So the 


| dealer sweats trying to find some way 


offer 


to handle the deal. All right, we now 
exactly this service as our 
Bankers Plan. We can’t make any 
money on it—we get perhaps $5 total 
revenue for a transaction averaging 
$500 balance for 60 days. But it helps 


| the dealer. Also under this plan come 


| such troublesome transactions as where 
| a big indusiry, of unquestioned credit 


standing, buys one truck or car, or 


| even a fleet, from a dealer and says, 


“Bill us for them.” The dealer has to 
lay his money on the table before he 
can get those vehicles from the manu- 
facturer, and he knows his big cus- 
tomer will pay him when it gets ready, 
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and not until. So we take it on, none 
too enthusiastically in our hearts but 
outwardly as cheerful as can be. 

We keep looking for ways to extend 
our service in ways which will fit the 
dealer’s needs. We now give him com- 
parative operating statements, and 
send out an experienced officer who 
knows automobile retailing inside and 
out to check with him. A session of 
this kind shows the dealer where his 
operations are unbalanced, where his 
overhead needs trimming, where his 
over-allowances have been excessive. 





For a good dealer we will put on, | 


strictly at the bank’s expense, a break- 


fast meeting for his salesmen, where 
we do our best to help them sell cars, 
and incidentally our financing service. 


We have even put up some prizes for | 


sales contests among dealers’ salesmen. 
Obviously, the dealer must be worth 
this expense to justify our doing it. 
We shall soon have available a 
market survey, of a kind never before 
available in a big city, which will give 
our dealers the names of car owners 
who are likely to buy soon; this will 
also be a productive mailing list for 
promoting our financial service. We 
even put a used car on display on the 
Euclid Avenue corner of our bank, 
under the sponsorship of the Cleveland 


Automotive Trade Association during | 


its Used Car Week. 

We were able to cut down our 
handling cost on automobile paper and 
consequently were in a position to 


reduce our rate as it pertains to used | 


cars. In order to get the message over 
to the dealers in the most satisfactory 
manner, we invited them to a dinner 


meeting which was held at one of our | 


hotels on October 2nd. Prior to the 
meeting they were invited to our 
offices at 5:30 P.M. where we showed 


them our methods of handling the busi- | 
ness. Following this we took them 


across the street to the hotel and after 
dinner we explained everything about 
the new plan to them. There were 
about one hundred in attendance. 


BY using this method of introduction 

of new rates we were able to get 
enthusiastic response very quickly 
and the result in increased business 


has demonstrated that our method of | 


acquainting the dealers en masse was 
very effective. 

But you get the idea. To acquire and 
hold successfully the type of automo- 
bile installment paper that brings the 
bank a profit demands actively getting 
out and working for it. It requires 
keeping eternally after it, developing 
better ways to serve so that more busi- 
ness will come to us on our merits. It 
deserves, and we are giving it, a steady 
advertising promotion in the news- 
Papers, on the radio, through direct 
mail and other channels. 

We are not divulging the figures on 
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the business we have acquired. Suffice 
it that the volume is substantial, and 
would be still greater had we not in- 
tentionally held back our solicitation 
to give us time to digest the business 
we have taken on. It is proving dis- 
tinctly profitable, as the bank’s ac- 
crual sheets disclose. And it is giving 
us a way to keep loanable funds em- 
ployed, at a time when such outlets 
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are about as scarce as hen’s teeth. 

We are getting this business by 
active solicitation, publicity, and by 
giving the automobile dealer assorted 
services that he needs. But, mind you, 
we are not buying it. For the a-b-c of 
this business is that unless you can get 
your paper at a profitable rate, you 
had better leave it to some other fellow 
who can! 
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(CONTINUED FROM PAGE 20) 

cases houses are set 30 feet back from 
the street line and, on the size of our 
lots, there is space at the rear for a 
garden, approximately 90 feet deep 
with a width of 50 feet. Altogether, 
these small homes can be made exceed- 
ingly attractive and the soundness of 
their construction makes them a 
permanent community asset. There 
is no better evidence of this than the 
fact that several workmen employed 
to build them are planning to buy and 
build similar houses for their own use. 
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TITLE I LOW COST HOUSING 


Construction of these houses has 
raised the value of neighboring prop- 
erty. As I pointed out before, Title I, 
Class 3 loans are to be made on 
property not eligible under Title II of 
the National Housing Act. The tract 
that I have mentioned here could not 
in the beginning be brought under 
Title II. Yet, I have been assured 
that it soon will be. In other words by 
the application of Section 3 of Title I, 
we are bringing a tract of doubtful 
value up to Title II standards. Con- 
struction of these houses, therefore, 
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Manufacturers Trust Company, with a large and highly 
trained Foreign Department personnel at its principal 
office, and with numerous correspondents in all parts of 
the world, is especially anxious to cooperate with interior 
banks on export and import transactions as well as in all 


types of foreign exchange dealings. 


Our booklet “Exporters Handbook” contains current 
information on exchange regulations in foreign coun- 
tries. This pamphlet of over 100 pages is in looseleaf 
form and is kept up to date by our revision service. 


Copies are available to banks on request. 


Manufacturers Trust Company 


Principal Office and Foreign Department 
55 BROAD STREET, NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 
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has a tendency to improve general 
property values in the community. 
This is not a tangible asset, perhaps, 
and certainly it would be unwise to 
state its dollar and cents value, but, 
for all that, it is valuable none-the- 
less not only to the community but to 
the bank, for what helps the former 
naturally helps the latter. 

So much for what might be called 
the promotional features of these loans. 
That is, the factors governing their 
execution before they actually come 
into the bank. After that happens 
they become for clerical purposes 
simply another installment real estate 
contract. We treat them in the same 
way as we do Title II loans, requiring 
that, in addition to the base payment 
covering interest and principal retire- 
ment, the borrower make an additional 
payment sufficient to cover insurance 
and taxes on the property as these 
obligations become due. We use a 
pass-book-ledger-card system on these 
in making the necessary credits, and 
watch delinquencies closely. 


AL, as in the case of the rest of our 

real estate loans we carry them in 
the Bank of San Rafael, the savings side 
of our organization, rather than in the 
First National Bank in San Rafael, 
its commercial affiliate. This is done 
largely because, due to our interest 
requirement on savings deposits, we 
need all the earnings we can get 
behind them. These loans help to 
fill this need, for despite the low return 


| on.a discount basis, the yield on a 


current return, after deducting the 
insurance fee, is about 5.90 per cent. 


| This last may not be large, but | 


think it is satisfactory when you 
consider what you really have in the 
way of security as compared with other 
mortgages. 

First, for example, you have a 
liability limited to $2,500 per name 
as against a liability of $5,000 or more 
in the case of the general run of mort- 
gage paper. Obviously then your 
diversity of risk is improved. Second, 
in case of possible foreclosure, it is 
easier to work out from under a low 
cost small house than a high cost large 
one. Third, the borrower under these 
loans is getting his housing for less 
than he could under general rental 
conditions with the result that it 
would be immediately expensive for 
him to lose his property. These con- 
siderations outweigh, I think, the 
objection that a 5 per cent down-pay- 
ment on the part of the borrower 
establishes an inadequate equity. Cold- 
bloodedly the equity probably is in- 
adequate. Yet it does not follow from 
that, that the loans are not sound. 
They are putting housing into the 
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category of consumer goods and just 
as credits for such things have stood 
the test of time, I see no reason to 
suppose that these will not also. 

Of course these loans are not a 
major operation with us and I doubt 
that they ever will be. Yet in moderate 
amounts I think they are valuable 
from every standpoint and we expect 
to continue making them so long as 
good applications for them continue 
to come to us. 


Sf e ¢ 


DIRECTOR 
CLUTCHBILL 


(CONTINUED FROM PAGE 27) 

ledge where he had been breakfasting. 
Solid red with one white patch over 
the left eye, he was standing there 
quiet as sin. 

“That bull’s a good deal over a 
year old,” stated Mr. Spearhawk in a 
hard voice. “It’s against the law in 
this state to let a bull run loose that’s 
over one year old.” 

‘*He’s three years old, if he is a day,” 
nodded Mr. Clutchbill. 

“Khar! Look at the horns!” Mr. 
McTavish stopped his engine and 
leaned forward over the wheel. 

“Stick straight out sharper than 
spurs,” muttered Mr. Spearhawk in a 
hushed voice. ‘“‘Bet he could poke a 
hole through the back of this car in 
one punch.” 

‘“Fiddlesticks! He’s just waiting 
lor someone to scratch him back of 
the ears,” said Mr. Clutchbill, open- 
ing the door and letting his legs slide 
down over the running board. 

“Mph! I wouldn’t venture far 
from the car,” warned Mr. McTavish. 

“Aaron, what are you thinking of?” 
squalled Mr. Spearhawk. ‘“He’ll hook 
you higher than Gilroy’s kite.” 

“Pah! scoffed Mr. Clutchbill, as 
he walked calmly forward. 

“So-o, boss! So-o-o, 
crooned kindly. 

“Don’t go another step,’ suddenly 
shouted Mr. Spearhawk, standing 
excitedly in the rear seat. 


boss!’ he 


SAMSON, the 2nd, was snifling the 

ground. He watched Mr. Clutchbill 
craftily through lowered eyewinkers. 
Of a sudden he came out with a long, 
broken war cry. 

‘Wo-o-o-h! Woo-o-o0-u! 
Arr-wo-o-arr-woo! !”’ 

_“‘So-o boss,” soothed Mr. Clutch- 
bill, inching forward. 

“For goodness sakes, Aaron, come 
back!” Mr. Spearhawk danced nimbly 
lrom one leg to the other and back. 

Samson, the 2nd, flipped his right 
lorepaw outward and backward, then 
the left one. Showers of gravel shot 


Arr- wo-o! 


up in the air and rained down on his 
back. 

Mr. Clutchbill backed away, turned, 
trotted and encouraged by a brief 
snort from Samson and two warning 
yells from the car, broke into a 
gallop. Mr. McTavish clamped a hand 
on his horn. The weird blast stopped 
Samson but not Mr. Clutchbill who 
came in with wide-open throttle and 
scrambled into the car. 

“It’s no use, boys, we’ve got to run 
him down.” 

“‘Not me,” piped Mr. Spearhawk, 
leaning down between the two heads 
in the front seat. “I’m going to stay 
right in this car.” 
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“Get your noose ready and flip it 
over his head when McTavish goes by 
him. Wait, though. I want to tie 
the end of the rope to the hind axle. 
We’ve got to hold him once he’s 
snared.” 

“This car is too small for bull hunt- 
ing,”’ complained Mr. Spearhawk in a 
low voice to Mr. McTavish while Mr. 
Clutchbill was bending a_ bowline 
hitch to the rear axle. 

“But she’s fast on plowed ground,” 
comforted Mr. McTavish. 

The grunting and heavy breathing 
back of the car stopped and Mr. 
Clutchbill reappeared. He climbed 
in but before sitting down stood and 
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Those dog-eared, crumpled forms and cards with blurred entries and 


sloppy erasures betray an insidious thief in your mechanical accounting 
department. They are evidence that inadequate paper is robbing the effi- 
ciency of your expensive bookkeeping machines and wasting the time of 


your well paid clerical staff. 


Stop the thief by using WESTON’S Machine Posting Ledger and Index 
for all machine bookkeeping forms and card records. 


WESTON’S 
MACHINE POSTING 


Ledger 


50% rag content, has a special smear-proof fin- 
ish that takes typing like a quality ledger and 
facilitates high speed filing and sorting. Stands 
straight in the tray, lies flat in the machine and 
makes records look and last better. Made in Buff, 
in Subs. 24, 28, 32 and 36 and in White, Blue and 
Pink in Sub. 32. 


WESTON’S 
MACHINE POSTING 


Index 


A tough, strong, 50% rag content index that will 
not droop, tear or become dog-eared. Has a 
smear-proof ledger finish that takes typing 
clearly. Made in Buff, White, Blue, Ecru, Salmon 
and Pink in 180 M, 220 M, 280 M and 340 M 
— basis 2514 x 30%. 


Write Byron Weston Co., Dept. D., Dalton, Mass., for a new portfolio of specimen forms and sample 
sheets of Weston’s Machine Posting Ledger and for a sample book of Weston’s Machine Posting Index. 
Also for Weston’s Papers, an interesting publication packed with ideas and information about paper. 
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stared at Samson, the 2nd, who stared 
back from some 15 rods away. 

*“Get your noose ready, Mr. Spear- 
hawk. Circle right up to him, Mr. 
McTavish. He’s cornered. Mr. Spear- 
hawk can flip the noose right over 
his head. Shoot straight, Mr. Spear- 
hawk. Don’t be nervous, he can’t get 
in the car.” 

“Tlow do you know?” gulped Mr. 
Spearhawk shaking his noose out. 
“If I get this noose on him by any 
miracle, | warn you I ain’t going to 
do any holding. He’d snap me out 
of this car quicker’n a peanut.” 

““When you’ve snared him, drop the 
rope, sit down and let world events 
alone. The end’s hitched to the hind 
axle. If the wheels don’t come off he’s 
our trout. Just keep a tight line on 
him, Mr. McTavish. That’s the way 
they used to do in the West.” 

Mr. McTavish fired his engine. 
‘The front fenders began flapping with 
anticipation. The car started with a 
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lurch which dropped Mr. Spearhawk 
in the hind seat, but he immediately 
scrambled to his feet with loop held 
out. 

Samson, the 2nd, was cornered. He 
gave a leap to the left causing Mr. 
MeTavish to instantly shift his helm 
and bear abruptly around on the port 


tack. Mr. Spearhawk, caught off 
balance, righted himself, saw some- 


thing red flash by, slung his lasso and 
had the pleasure of seeing it slip off 
the bull’s rump although the creature 
was only a few feet away. 

**Missed!”’ he howled. ‘“‘Confound 
it! MeTavish, why’d you make such 
a devilish sharp turn? I had to claw 
like a tomcat to keep in the car.” 

“Here,” snorted Mr. Clutchbill, 
crawling over into the back seat, 
“give me that rope. I supposed you 
was a more artful man with a lasso.” 


And then to Mr. McTavish: “Chase 
him right up.” 
Samson, the 2nd, was bounding 


along as light as a bobcat, now trotting 
with a rapid twinkle of feet, now reach- 
ing out in a rollicking gallop as though 
proud of his many paces. 

‘“He’s going up into the upper 
pasture,” shouted Mr. Spearhawk who 
rode standing up, rising and falling 
with both hands clinched to the rear 
of the front seat. 

The attacking car buzzed like a 
hornet up the wood road to the upper 
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Years of specialized training in the 
storage of records have given us 
expert knowledge in solving stor- 
age problems. This information 
has been condensed in the little 
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TO STORE YOUR OLD BANK RECORDS.” 
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THE STEEL STORAGE FILE CO. 

2216 West 63rd St., Cleveland, Ohio 

Please mail us your booklet today. 

Name 
Bank 


Address 





Record sevens 


with 


FE STACK 








You will have quick access to those important 
semi-active and inactive records when you store 
them in SafeTstack Steel Storage Files. “ 


Tailor- 
made” to fit your Bank records—actually 
cost less than old-fashioned cardboard 
storage boxes and shelving. 


en a ee ee 
£24839 F045 
ae fe se eo ee 
Se ee ee > eS me} e 
Se i Bi Be 
[i i io ie oe ie ee ie 


THE STEEL STORAGE FILE WAY— Inexpensive, space- 


saving, clean, fire-resistant, systematic, permanent, safe, 


‘bt for instant reference. 








In writing to advertisers please mention The Burroughs Clearing House 








pasture. Samson, the 2nd, was there. 
He was standing like a statue some 
100 yards away facing the oncoming 
car. 

“Work in real pert,” ordered Mr. 
Clutchbill, ‘“‘and see if we can shoo 
him up into the pasture fence corner.” 

“Chah! Awful sidling here,” stated 
Mr. McTavish. “You fellers better 
sit on the port rail as much as you 
can.” 

Samson wheeled and trotted wildly 
and lightly up the pasture. Mr. Mc- 
Tavish cunningly bore to port and 
starboard always herding the game 
into the fence corner. It was so neatly 
done Samson suddenly found himself 
cornered again. 

“Crowd right alongside,” hollered 
Mr. Clutchbill rising with his noose. 


R. McTavish with a superhuman 
effort crowded the bull into the 
bushes beside the fence corner. 
‘‘Now! !’ he shouted, “‘Shoot!”’ 
The noose went out in a sudden 
throw. It fell square. Mr. Clutch- 
bill gave a jerk. Samson, the 2nd, 
was snared. He seemed to rise from 


the ground in a long leap. He 
skimmed out of the corner like a 
weasel. 

“Hold the car where she _ is!” 
screeched Mr. Clutchbill. 

“TI can’t, man,” warned Mr. Me- 


Tavish. ‘She won’t hold that bull 
on this sidehill. I’ve got to back to 
level ground.” 

Mr. Spearhawk clamped his fingers 
around the robe-rail and squatted with 
braced feet. ‘“‘You’ll back all right in 
about a second!”’ 

Suddenly the car gave a backward 
jerk that toppled Mr. Clutchbill over 


into the front seat beside Mr. Mc- 
Tavish whose wishbone was_ just 
bounding away from the steering 
wheel. 


*“Good heavens!’ wheezed Mr. \Mc- 
Tavish, who was running through all 
the shifts trying to find one that 
would fit the swift backward plunge 
of the car. 

**Anchor her!” boomed Mr. Clutch- 
bill out of the dark interior of his hat, 
jerking the while at the sunken brim. 

“For the love of Mike! Put on the 
brake!’ screamed Mr. Spearhawk into 
Mr. MecTavish’s ear. 

“Brake! I have. I can’t get 
traction. The wheels aren’t on the 
ground a quarter of the time.” 

‘““We’re headed for the ledge. We're 
going over the ledge! !’’ yelled Mr. 


Spearhawk, twisting around for 4 
sudden look. 
Mr. Clutchbill at the instant 


wrenched his hat up over his eyes, 
stood up and swept the horizon with 
a groggy stare. 
“Gracious! McTavish, stop her! !” 
“T can’t,” frothed Mr. McTavish, 
gripping the wheel rigid with red, 
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hairy hands and grinding the brake 
pedal into the floor. 

“This means death!”’ screeched Mr. 
Spearhawk. “I only wish Perkins 
were here.” 

Mr. Clutchbill’s coat-tail fluttered 
over the windshield of the backward 
rushing car. He looked wildly around. 
Samson on a taut line was certainly 
headed for the brink of the ledge. 

“SEs « Hroomph!”’ wheezed 
Mr. McTavish like a broken accordion 
as the car leaped and came down like 
a dish pan. 

‘““We’ve got to steer into thal spruce 
clump or go over the ledge,” howled 
Mr. Clutechbill. ‘““Which will you take?” 

“The clump!” screamed both Mr. 
McTavish and Mr. Spearhawk. 

With lightning side glances Mr. 
McTavish twisted the wheel at times. 
The car veered drunkenly toward the 
clump. 

Both Mr. Clutchbill and Mr. Spear- 
hawk bobbed around on ‘their holds 
and watched the dark spruce clump 
with fascinated eyes. 

“Here she comes! ! Each man for 
himself!’ screeched Mr. Spearhawk, 
letting go all holds and_ leaping 
straight up. 

There was a ripping crash. The 
car plowed into the tangle of branches. 
Mr. Spearhawk sailed wabblingly like 
an evening bat into a small spruce 
and embraced it with a vice-like hug. 
Mr. Clutchbill lay angled on _ his 
stomach over the rear seat. Mr. 
McTavish’s feet were where his head 
had been. 

“What a jolt... what a jolt,” he 
kept croaking in a deep, wilted base 
voice. 


N R. Clutchbill managed to over- 
~~ come farther progress over the rear 
seat. 
the car he began to resurrect Mr. 
McTavish whose large body was 
tightly wedged. 

“The bull is still 
rope,” sang cut Mr. Spearhawk. peering 
out over his treetop. 


“Come down here,” gasped Mir. 
Clutchbill, ‘and help me pry Mc- 
Tavish loose. Something may be 
busted.” 

Mr. Spearhawk picked his way 
down. After a series of knee-shaking 
boosts, Mr. McTavish was _ freed. 


Under his own power he got out into 
the spruce clump and staggered dizzily 
around viewing the car. 

“A little scratched. Untie the rope. 
I'll see if she’s alive.” 

Mr. Clutchbill shifted the rope 
from the hind axle to the base of a 
Stout spruce. 

““Where’s the bull?” asked Mr. 
McTavish in a cautious voice before 
trying the starter. 

Mr. Spearhawk worked to the front 
edge of the clump and _ returned. 
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“He’s standing with all four feet 
braced wide apart.” 
“Dazed,” nodded Mr. Clutchbill. 


“Probably snapped him end for end.” 

Mr. McTavish clamped a boot on 
the starter. It spun like a top. The 
engine fired. Mr. Clutchbill and Mr. 
Spearhawk climbed to their old posi- 
tions. With a mighty heave the car 
uncorked from the brush. Steering 
grimly Mr. McTavish headed straight 
for the highway. Before they had 
bumped far the sound of a motor car 
horn began calling passionately from 
the road. 

“That’s Herm Doolittle,” announced 


Mr. Clutchbill, “‘with that bull fancier. 
Let me do the talking.” 

All hands began putting their per- 
sons in such order as they could so 
that no evidence of violent conflict 
would be detected. 

“Get him?”’ shouted Herm Doolittle, 
standing up in his open car beside a 
large, red-faced stranger. 

“Easily,” nodded Mr. Clutchbill. 
‘*He’s tethered to a little spruce in the 
upper pasture. Didn’t expect you so 
early, so we gave him a lot of rope to 
let him feed.” 

“You still asking $500?” inquired 
Herm. 
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Mr. Clutchbill opened his mouth 
but felt his coat tail pulled. He turned 
and glanced down at Mr. McTavish 
who had been feeling curiously around 
in his mouth. 

“Ask $512.50, Aaron, my upper set 
of teeth are gone! Get a new plate 
for $12.50.” 

“We have decided,” stated Mr. 
Clutchbill, ‘‘to let him go at $512.50.” 

Herm Doolittle bent over the red- 


° ° 


The bull fancier nodded. 
friend will write you a 


faced man. 

“My 
check.” 

The deal having been concluded 
Mr. McTavish turned to Mr. Clutch- 
bill and muttered, ‘““That’s 1 per cent 
on our Common and all repairs.” 
He then drove through the gate while 
Mr. Spearhawk silently rose and took 
off his hat to an ancient tombstone 
beside the fence. 
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FOREIGN EXCHANGE 


(CONTINUED FROM PAGE 24) 


selling. Future rates are also set by 
the FECB. Transactions in other 
currencies may be made by the banks, 
but the returns to the FECB by the 
banks must be in sterling or United 
States funds. 


"THERE has been no change in the 

method of collecting United States 
bank paper presented in Canada, each 
individual branch still sending such 
checks, drafts, etc., to its corre- 
spondent bank in the United States, 
but total transactions must be reported 
daily to head offices and FECB. Be- 
cause of additional clerical work in- 
volved in handling small foreign ex- 
change transactions, exclusive of cur- 
rency transactions, banks have set up 
a new schedule of nominal handling 
charges, ranging approximately from 
15 cents on transactions under $15, 
25 cents for transactions up to $200, 


e 


and 50 cents for sums above $200. 

Since the FECB came into operation 
the Montreal City and District Savings 
Bank, La Caisse d’Economie de Notre 
Dame de Quebec, and the Province of 
Ontario Savings Office and_ their 
branches have been added to the ten 
chartered Canadian banks and certain 
postoffices authorized to deal in 
foreign exchange. 

Everything has been done by the 
FECB to maintain normal business in 
the Dominion. There has been the 
greatest co-operation between the 
banks and the FECB, most of whose 
officials have been recruited from the 
chartered banks. While there has 
necessarily been some delay in making 
what before the war were normal 
foreign exchange transactions, the 
FECB is doing its best to keep busi- 
ness operating under normal conditions 
even though Canada is at war and is 
gearing up for wartime industry. 
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WASHINGTON VIEWPOINT 


(CONTINUED FROM PAGE 17) 


had been in charge of public relations. 

No action was taken on the wage- 
hour law by Congress during its special 
session on neutrality, but when the 
regular session convenes in January 
one of its first matters of business 
will be a bill to revise the fair labor 
standards act in several respects, 
including an amendment to exempt 





“‘white collar’ workers from its hours 
provision, an amendment which would 
| exempt many bank employees. 
Administrator Andrews first proposed 
| such an amendment but later he with- 
drew his support. What attitude 
| Col. Fleming will take on this subject 
_has not yet been determined, but 
| there appears to be sufficient senti- 
| ment in Congress to insure enactment 
| of some such provision. 
| To date Col. Fleming has not taken 
| any steps to enforce the penalties of 
the law strictly, and he has stated that 
| he believes that in most instances 
| complaints of violation can be adjusted 


| through conferences. A considerable 
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volume of complaints has been re- 
ceived alleging violations of the law 
by banks, but most of these appear to 
concern the hours of janitors and other 
employees thought to be not engaged 
in occupations related to interstate 
commerce and therefore exempt from 
the act. No special field investigations 
have been made of any of the allega- 
tions concerning banks. 


Sf o 


Increased Activity in 
Treasury Financing 


Treasury financing operations have 
returned to a normal basis, following 
an interruption in September caused 
by the outbreak of war in Europe. 
As soon as the war flurry died down 
the Treasury launched a series of 
financing operations which met with 
much success. Plans are being kept 
flexible enough however, to meet any 
new market crisis. 

The first venture after the outbreak 
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of war was the refunding of $206,000,- 
000 of 34 per cent eighteen-month 
notes of the Commodity Credit Cor- 
poration maturing November 2, offer- 
ing in exchange two-year notes bearing 
1 per cent interest. This was so 
successful that the Treasury immedi- 
ately made an advance refunding of 
$526,000,000 of 134 per cent Treasury 
notes maturing December 15, an 
operation originally planned for Sep- 
tember. It offered in exchange 1 per 
cent Treasury notes maturing March 
15, 1944, which were readily absorbed, 
and Secretary Morgenthau estimated 
that by timing the refunding to proper 
market conditions the Treasury had 


cultural Marketing Service of the 
Department of Agriculture in their 
annual forecast of the agricultural 
credit outlook. 

The forecast for 1940 is divided into 
two parts, the first discussing short- 
term credit, and the second dealing 
with farm mortgages. With regard to 
the first subject, the department states 
that the volume of short-term credit 
used by farmers during 1939-40 exclu- 
sive of loans made or guaranteed by 
the Commodity Credit Corporation, 
is expected to increase to levels 5 or 
10 per cent above those of 1938-39. 
CCC loans on the 1939-40 corn and 


41 


to hold large portions of crops which 
otherwise would have been sold. New 
loans of the Farm Security Adminis- 
tration to farmers with low incomes 
for rehabilitation and emergencies 
probably will be of slightly smaller 
volume in 1939-40 than in 1938-39, 
but the total amount of such advances 
outstanding will probably increase 
because such loans are liquidated very 
slowly. Discussing the relative status 
of private and governmental facilities 
for short-term agricultural credit, the 
forecast states: 

“Outstanding personal and collateral 
loans to farmers held by commercial 
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i ever, was higher than the last previous year ended June 30, 1939, from $1,166,- 
of refunding in June, when a five-year URING 1938-39 loans to farmers 492,000 to $1,430,440,000, or about 
rm note issue was floated at only 34 per for production costs, living expenses, 23 per cent. This was approximately 
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™ other government-guaranteed issues but are expected to increase more 1937-38, most of the increases during 

to reimburse the Treasury for cash rapidly in 1939-40. Numbers of live 1938-39 occurred in the loans of com- 
he advances made to other Federal stock are increasing, there is increasing mercial banks, which increased $267,- 
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_" this the Treasury approached the end in the short-term credit used by creased holdings of loans on stored 

of the year with plans to raise an addi-_ farmers during the last several years farm products guaranteed by the 
tional $500,000,000 of new money at has been in the stabilization loans of Commodity Credit Corporation. Be- 
a time and with issues dictated by the Commodity Credit Corporation, tween June 30, 1938, and June 30, 
market conditions, and also prepared as this program has permitted farmers 1939, the commodity loans held by 
to anticipate, at a favorable oppor- 
tunity, the March 15 maturity of 
$1,378,000,000 of 15% per cent notes — 

re- the largest maturity in recent years. we 
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commercial banks and other lenders 
(mainly, however, by commercial 
banks) under purchase agreements 
with the Commodity Credit Corpora- 
tion increased $248,780,000, while the 
total of commodity loans and other 
personal and collateral loans of com- 
mercial banks to farmers increased 
$267,761,000. The principal increases 
in commodity loans held by com- 
mercial banks and other lenders were 
in corn loans and cotton loans. This 
appears to explain why bank loans to 
farmers increased mainly in the East 
and West North Central States, where 
the corn loans were made, and in the 
South Atlantic and East and West 
South Central States, where most of 
the cotton loans were made. 

“The short-term loans to farmers 
held by commercial banks, other than 
those on stored commodities, and in 
loans held by the production credit 
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associations, changed very little in 
amount during 1938-39. The principal 
causes of change appear to have been 
increases in live stock numbers, par- 
ticularly increased numbers of cattle 
and hogs on feed in the corn belt, and 
increases in outlays for machinery, 
equipment, and improvements. Loan 
expansion was held to small volume 
by the relatively low prices of farm 
products and by the substantially 
increased benefit payments received 
by farmers for compliance with the 
1938 conservation and adjustment 
programs. 

“Ample facilities are available for 
meeting all anticipated needs for short- 
term credit on the part of acceptable 
credit risks during 1939-40 at interest 
rates little, if any, above those prevail- 
ing during the last year. The deposits 
of country banks rose substantially dur- 
ing 1938-39, and the banks hold large 


unutilized reserves and large portfolios 
of securities that can be sold or col- 
lected to provide additional funds if 
such are needed. Production credit 
associations, live stock loan com- 
panies, and agricultural credit cor- 
porations, likewise are in position to 
furnish a plentiful supply of credit, as 
Federal intermediate credit bank de- 
bentures, the principal source of funds 
for these institutions, continue to 
have a ready market at low rates ol 
interest.” 

In discussing the farm mortgage 
situation, the department forecast 
anticipates no appreciable decrease in 
refinancing farm mortgages. 
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joint accounts generally, the court 
pointed out: 

“The making of the deposit as a 
joint account shall in the absence of 
fraud or undue influence be conclusive 
evidence in any action or proceeding 
to which either the bank or the sur- 
viving depositor is a party, of the 
intention of both depositors to vest 
title to such deposit and the additions 
thereto in such survivor. The courts, 
however, have held that in a con- 
troversy between the parties to a joint 
account, parol evidence is admissible 
to establish the real owner of the 
fund.” (Olshan vs. East New York 
Savings Bank, 28 Federal Supple- 
ment, 727.) 
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Set-Off Not Lost 

Ordinarily a bank must exercise its 
right to set off a deposit against an 
obligation due by the depositor within 
the time fixed by the statute of limita- 
tions. A claim barred by the statute 
of limitations is not available as a 
counter-claim or set-off. 

A California bank assigned a _ bor- 
| rower’s note to its agent for the pur- 
pose of collection and suit. Suit was 
duly brought on the note within the 
time fixed by the statute of limitations. 
This suit was subsequently dismissed 
for failure to serve summons on the 
| defendant. 

Nearly a year before the dismissal 
of the suit the borrower presented his 
check, which was dishonored by the 
bank on the ground that his deposit 
was being held as a set-off against the 
note. This dishonoring of the check 
look place several years after the 

| expiration of the statute of limitations. 
| Had the bank lost its right to set off 
| the deposit against the note because 
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the statute of limitations had expired? 
The bringing of the suit on the note 
within the period of the statute of 
limitations was sufficient, in the 
opinion of the California court, to 
protect the bank from loss of its right 
of set-off. The court explained it thus: 

“Prior to the expiration of the 
statute of limitations the bank through 
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| against the note. 


its agent filed suit to enforce the note. 
The commencement of this action sus- 
pended the running of the statute of 
limitations. Payment on the deposi- 
tor’s check was refused long before 
the dismissal of the suit for failure to 
serve the summons. The action on the 
note was thus pending when the 
check was dishonored and the statute 
of limitations had therefore not run 
The right of set-off 
had not been lost.” 

In most states the forfeiture arising 
out of the running of the statute of 
limitations may be avoided by the 
taking of appropriate legal action, such 
as bringing suit to enforce the obliga- 


THE BURROUGHS CLEARING HOUSE—December, 1939 








MOTEL 


WMayfar 


SAINT LOUIS 











ar 
Your Friendly fiddress 
in ORLAHOMA CITY 


At this starting 
rate a sufficient 
number of rooms 
are available to 
supply the 
demand. 


Spa 
T. J. Settle, 
Manager 


Ty ORE 


OKLAHOMA CITY 



























Sup reme In Chicago 


‘Dal Tallest Hotel 


OFFERS 


patngliny 


LEONARD HICKS 
Managing Director 














MORRISON HOTEL 


IN CHICAGO_- 














Printed in U. S. America 12-39 














tion, before the end of the period of 
the statute of limitations. (Gonsalves. 
vs. Bank of America, 94 Pacific 
Reporter, Second Series, 61.) 
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Legal Effects of Merger 


Two banks were consolidated into a 
newly organized bank. When the new 
bank attempted to enforce certain 
notes turned over to it by one of the 
old banks, the question was raised as. 
to whether or not the new bank was. 
a holder in due course of the notes. 
The Court of Appeals of Kentucky 
thought not, saying: 

“The transfer of the notes in con- 
troversy by the old bank to the new 
one on the merger or consolidation, 
did not operate to constitute- the 
transferee a holder in due course. 
Where there is a consolidation of two 
banks and a new corporation is formed 
distinct from the two corporations 
preceding it, such consolidation does 
not give the consolidated bank a 
superior status as to commercial paper 
held by either of the original banks. 
The consolidated bank merely steps 
into the shoes of the old banks.” 

Under this legal doctrine, the notes 
would be subject in the hands of the 
new bank to all the defenses which 
could have been made against them 
if they had been sued on by the original 
payee bank. (National Bank vs. 
Deaton, 131 Southwestern Reporter, 
Second Series, 495.) 
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Maker’s Burden of Defense 


The maker of a note, when sued, 
defended on the ground that he was 
induced to sign the note through fraud 
and misrepresentation. Such a de- 
fense, as well as the defense of lack of 
consideration, is valid against the 
original payee but could not be urged 
against a holder in due course. 

Discussing the maker’s alleged de- 
fense, the Louisiana court said: 

“The maker of a note, when sued 
on the obligation, has the burden of 
proving the defense of want of con- 
sideration and also the defense that he 
was fraudulently induced to execute 
it. Every negotiable instrument is 
deemed prima facie to have been 
issued for a valuable consideration; 
and every person whose signature 
appears thereon to have become a 
party thereto for value.” 

In other words, the payee does not 
have the burden of proving that there 
was a consideration for the note and 
that the transaction was not tainted 
with fraud; the burden is on the maker 
to prove the presence of fraud in the 
transaction and the lack of considera- 
tion. (Shaddock vs. Hawkins, 190 
Southern Reporter, 843.) 
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